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REPORT
OF

THE SECRETARY OF THE TREASURY.

Treasury Department,

Washington, December 4, 1865.

In conformity with law, the Secretary of the Treasury has the honor

to submit to Congress his annual report.

Next in importance to the great questions involved in the restoration

of the Federal authority over the Southern States, and the re-establish-

ment of civil government therein under the Constitution, are the financial

questions embracing—

The Currency;

The Public Debt; and

The Bevenue;

all of which demand the early and careful attention of Congress.

In presenting these important subjects, with their various connections,

the Secretary is painfully conscious of his own inability properly to dis-

cuss them, difficult as they are, and involving as they do the national

honor and the pecuniary interests of thirty millions of people. He will,

however, offer as clearly and definitely as he can his own views in rela-

tion to them, not doubting that Congress will sustain and carry out, by
appropriate legislation, those that are approved by their superior wisdom,

and reject those which are regarded as either impracticable or unsound.

The fact that means have been raised, without foreign loans, to meet

the expenses of a protracted and very costly war, is evidence not only

of the great resources of the country, but of the wisdom of Congress in

passing the necessary laws, and of the distinguished ability of the im-

mediate predecessors of the present Secretary in administering them.

It is hardly necessary to suggest, however, that the legislation which was
proper and wise during the progress of hostilities may not be appropriate

or even justifiable in a time of peace.



The right of Congress, at all times, to borrow money and to issue

obligations for loans in such form as may be convenient, is unques-

tionable ; but their authority to issue obligations for a circulating medium
as money, and to make these obligations a legal tender, can only be

found in the unwritten law which sanctions whatever the representa-

tives of the people, whose duty it is to maintain the Government against

its enemies, may consider in a great emergency necessary to be done.

The present legal-tender acts were war measures, and while the repeal

of those provisions which made the United States notes lawful money is

not now recommended, the Secretary is of the opinion that they ought

not to remain in force one day .longer than shall be necessary to enable

the people to prepare for a return to the constitutional currency. It is

not supposed that it was the intention of Congress, by these acts, to in-

troduce a standard of value, in times of peace, lower than the coin stand-

ard, much less to perpetuate the discredit which must attach to a great

nation which dishonors its own obligations by unnecessarily keeping in

circulation an irredeemable paper currency. It has not, in past times,

been regarded as the province of Congress to furnish the people directly

with money in any form. Their authority is "to coin money and fix the

value thereof;" and, inasmuch as a mixed currency, consisting of paper

and specie, has been found to be a commercial necessity, it would seem

also to be their duty to provide, as has been done by the National Cur-

rency Act, that this paper currency should be secured beyond any reason-

able contingency. To go beyond this, however, and issue Government

obligations, making them by statute a legal tender for all debts, public

and private, is. not believed to be, under ordinary circumstances, within

the scope of their duties or constitutional powers.

The reasons which are sometimes urged in favor of United States notes

as a permanent currency are, the saving of interest and their perfect

safety and uniform value.

The objections to such a policy are, that the paper circulation of the

country should be flexible, increasing and decreasing according to the

requirements of legitimate business, while, if furnished by the Govern-

ment, it would be quite likely to be governed by the necessities of the

Treasury or the interests of parties, rather than the demands of commerce

and trade. Besides, a permanent Government currency would be greatly

in the way of public economy, and would give to the party in possession

of the Government a power which it might be under strong temptations

to use for other purposes than the public good—keeping the question of

the currency constantly before the people as a political question, than

which few things would be more injurious to business.

But the great and insuperable objection, as already stated, to the direct issue

ofnotes by the Government, as a policy, is the fact, that the Government of
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the United States is one of limited and defined powers, and that the author-

ity to issue notes as money is neither expressly given to Congress by the

Constitution, nor fairly to be inferred, except as a measure of necessity in

a great national exigency. ~No consideration of a mere pecuniary char-

acter should induce an exercise by Congress of powers not clearly con-

templated by the instrument upon which our political fabric was estab-

lished. The Government, in the great contest which has been recently

closed, has not sought to increase its own powers, nor to interfere with

the rightful powers of the States. The questions decided by the war

are, that the Union is indissoluble ; that whatever is essentially op-

posed to it must be removed; that the Federal authority, within its proper

sphere, is supreme ; and that the validity of acts of Congress is not to be

determined by the States, but by that tribunal which the complex char-

acter of the Government made a necessity. It is the crowning glory of

the Constitution that this great war has been waged and closed without

the powers of the Government being enlarged or its relations to the States

being changed.

The issue of United States notes as lawful money was a measure expe-

dient, doubtless, and necessary in the great emergency in which it was

adopted, but this emergency no longer exists, and however desirable may
be the saving of interest, and however satisfactory these notes may be as

a circulating medium, these considerations will not, it is respectfully sub-

mitted, justify a departure from that strict construction of the Constitu-

tion given to it previous to the war by patriotic men of all parties, and

which is essential to the equal and harmonious working of our peculiar

institutions. The strength of the Government has been proved by the

manner in which it has carried on the greatest war of modern times
; it

only remains, for the vindication of its excellence and the perfection of

its triumphs, that all powers exercised for its preservation, but not ex-

pressly granted by the Constitution, be relinquished with the return of

peace. While, therefore, the Secretary is of the opinion that the imme-

diate repeal of the legal-tender provisions of the acts referred to would

be unwise, as being likely to affect injuriously the legitimate business of

the country, upon the prosperity of which depend the welfare of the

people and the revenues which are necessary for the maintenance of the

national credit, and unjust to the holders of the notes, he is of the opin-

ion that not only these provisions but the acts also should be regarded as

only temporary, and that the work of retiring the notes which have been

issued under them should be commenced without delay, and carefully and

persistently continued until all are retired.

In speaking of the legal-tender acts, reference has only been made to

those which authorized the issue of United States notes. The interest-

bearing notes which are a legal tender for their face value were intended



to be a security rather than a circulating medium, and it would be neither

injurious to the public, nor an act of bad faith to the holders, for Congress

to declare that, after their maturity, they shall cease to be a legal tender,

while such a declaration would aid the Government in its efforts to retire

them, and is therefore recommended.

The rapidity with which the Government notes can be withdrawn will

depend upon the ability of the Secretary to dispose of securities. The
influences of funding upon the money market will sufficiently prevent their

too rapid withdrawal. The Secretary, however, believes that a decided

movement towards a contraction of the currency is not only a public

necessity, but that it will speedily dissipate the apprehension which very

generally exists, that the effect of such a policy must necessarily be to

make money scarce and to diminish the prosperity of the country.

It is a well-established fact, which has not escaped the attention of all

intelligent observers, that the demand for money increases (by reason of

an advance of prices) with the supply, and that this demand is not unfre-

quently most pressing when the volume of currency is the largest and

inflation has reached the culminating point. Money being an unprofitable

article to hold, very little is withheld from active use, and in proportion

to its increase prices advance; on the other hand, a reduction of it

reduces prices, and as prices are reduced the demand for it falls off; so

that, paradoxical as it may seem, a diminution of the currency may in

fact increase the supply of it.

Nor need there be any apprehension that a reduction of the currency

—

unless it be a violent one—will injuriously affect real prosperity. Labor

is the great source of national wealth, and industry invariably declines on

an inflated currency. The value of money depends upon the manner in

which it is used. If it stimulates productive industry, it is a benefit, and

to the extent only to which it does this is it a benefit. If, on the other

hand, it diminishes industry, and to the extent to which it diminishes

it, it is an evil. Even in the form of the precious metals, it may not

prove to be wealth to a nation. The idea that a country is necessarily

rich in proportion to the amount of gold or silver which it possesses,

is a common and natural, but an erroneous one, while the opinion that

real prosperity is advanced by an increase of paper money beyond

what is absolutely needed as a medium for exchanges of real values, is so

totally fallacious, that few sane men entertain it whose judgment is not

clouded by the peculiar financial atmosphere which an inflation is so apt

to produce.

An irredeemable paper currency may be a necessity, but it can scarcely

fail, if long continued, to be a calamity to any people. Gold and silver are

the only proper measure of value. They have been made so by the tacit

agreement of nations, and are the necessary regulator of trade, the me-



dium by which balances are settled between different countries and be-

tween sections of the same country. As a universal measure of value^

they are a commercial necessity. The trade between different nations

and between sections of the same country is carried on by an exchange of

commodities, but is never equally balanced by them ; and unless credits

are being established, the movements of coin unerringly indicate on which

side the balance exists.

If the United States buy of other nations—as they now and too gene-

rally do—more than they sell to them, it is evident that a balance is thus

created which must either be settled in coin or continued as a debt.

That balances between nations should be promptly paid is the dictate

of wisdom, because by prompt payment the adverse current is checked

before the debtor nation becomes seriously involved ; while on the other

hand, if they are permitted to accumulate, they may, when the day of

payment can no longer be deferred, prove not only disastrous to the debtor

but greatly disturb the business of the creditor nation. Even with the

vast increase of gold and silver which has taken place within the last

quarter of a century, the specie which is possessed by commercial nations

is a very inconsiderable sum in comparison with their foreign and domes-

tic property exchanges; and no nation can afford to continue a traffic

which leaves it with a heavy debt to be paid in the precious metals, unless

these metals are a part of its productions, and then only to the extent that

they are productions. When there are no artificial obstacles in the way,

and balances between nations are promptly settled, the flow of coin from

one to the other produces but little embarrassment to the debtor nation.

The nation that loses coin either diminishes its purchases, or, by a reduc-

tion of the prices of its commodities which the loss occasions, becomes a

more inviting market than before, and by attracting purchasers, reverses

the current and draws again to itself the coin ofwhich it had been deprived.

All this is well understood, and if trade between nations were carried

on by an exchange of products and a prompt payment of balances in

specie, no nation would ever become indebted to another to an extent

seriously to affect its prosperity.

All serious embarrassment growing out of commercial intercourse be-

tween the people of different nations results from failure in the prompt

payment of balances, and the carrying forward of these balances by ex-

tensions of credits.

The trade between the different sections of the United States is subject

to the same laws. If one section, in the course of trade, becomes a debtor

to another, the balances must be carried in the form of debt, always

expensive and generally dangerous to the debtor section, or settled

with money. If the measure of value is a convertible currency, and

trade and exchanges are left to the natural laws that govern them, settle-
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ments take place promptly and without embarrassment to business. The
banks of the debtor section are drawn upon by their depositors and note-

holders for coin or exchange. This return of notes and withdrawal of

deposits, if considerable in amount, produce a contraction of discounts

;

and this contraction either checks overtrading or so reduces the price of

products as to increase the demand for them until the current changes

and the equilibrium is restored.

This brief statement of the well-known laws of trade not only illus-

trates the necessity of prompt payment of balances between the United

States and foreign nations and between the different sections of the United

States, but the necessity of having everywhere the same standard of value.

It is admitted that on a coin basis there will be periods of expansion.

Times of the greatest expansion and speculation in the United States

have been, indeed, when the banks were nominally paying specie. This

was the case prior to the revulsions of 1837 and 1857, the expansion of

credits having, in both instances, preceded suspension ; but this does not

militate against the theory just stated.

The great expansion of 1835 and 1836, ending with the terrible finan-

cial collapse of 1837, from the effects of which the country did not rally

for years, was the consequence of excessive bank circulation and discounts,

and an abuse of the credit system, stimulated in the first place by Govern-

ment deposits with the State banks, and swelled by currency and credits

until, under the wild spirit of speculation which pervaded the country,

labor and production decreased to such an extent that the country which

should have been the great food-producing country of the world became

an importer of breadstuffs.

The balance of trade had been for a long time favorable to Europe and

against the United States, and also in favor of the commercial cities of the

seaboard and against the interior, but a vicious system of credits pre-

vented the prompt settlement of balances. The importers established

large credits abroad, by means of which they were enabled to give favor-

able terms to the jobbers. The jobbers, in turn, were thus, and by liberal

accommodations from the banks, able to give "their own time" to country

merchants, who, in turn, sold to their customers on an indefinite credit.

It then seemed to be more reputable to borrow money than to earn it,

and pleasanter, and apparently more profitable, to speculate than to work

;

and so the people ran headlong into debt, labor decreased, production fell

off, and ruin followed.

The financial crisis of 1857 was the result of a similar cause, namely,

the unhealthy extension of the various forms of credit. But, as in this

case the evil had not been long at work, and productive industry had not

been seriously diminished, the reaction, though sharp and destructive,

was not general, nor were the embarrassments resulting from it protracted
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Now, in both these instances the expansions occurred while the business

of the county was upon a specie basis, but it was only nominally so. A
false system of credits had intervened, under which payments were de-

ferred, and specie as a measure of value and a regulator of trade was prac-

tically ignored. Everything moved smoothly and apparently prosper-

ously as long as credits could be established and continued, but as soon as

payments were demanded and specie was in requisition, distrust com-

menced, and collapse ensued. In these instances the expansions preceded

and contractions followed the suspensions, but it will be recollected that

while the waves were rising specie ceased to be a regulator, by reason

of a credit system which prevented the use of it.

The present inflation following the suspension of 1861, is the result of

heavy expenditures by the Government in the prosecution of the war and

the introduction of a new measure of value in the form of United States

and Treasury notes as lawful money. The country, as a whole, notwith-

standing the ravages of the war, and the draft which has been made upon

labor, is, by its greatly developed resources, far in advance in real wealth

of what it was in 1857, when the last severe financial crisis occurred.

The people are now comparatively free from debt; the banks, with their

secured circulation and large investments in Government securities,

although not in an easy condition, and doubtless too much extended, are,

it is believed, generally solvent; but the same causes are at work that

produced the evils referred to. There is an immense volume of paper

money in circulation—under the influence of which prices, already enor-

mously high, are steadily advancing, and speculation is increasing—which

must be contracted if similar disasters would be avoided.

If the war could have been prosecuted on a specie basis, there would

doubtless have been a considerable advance in the prices of those articles

which were in demand by the Government; but inasmuch as in the con-

dition of our political affairs extensive credits could not have been estab-

lished in Europe, the tendency in this direction would have been kept

within reasonable check by the outflow of coin to other nations, which

would have been the natural result of the advancing prices in the United

States. On a basis of paper money, for which there was no outlet, all

articles needed for immediate use, of which it became the measure of

value, felt and responded to the daily increase of the currency; so that

rents and the prices of most articles for which there has been a demand,

have been, with slight fluctuations, constantly advancing from the com-

mencement of the war, and are higher now, with gold at forty-seven per

cent, premium, than they were when it was at one hundred and eighty-

five. Even those which were affected by the fall of gold upon the sur-

render of the confederate armies, or by the increased supply or diminished

demand, are advancing again to former if not higher rates. The ex-

2 F
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pansion has now reached such a point as to be absolutely oppressive to

a large portion of the people, while at the same time it is diminishing

labor, and is becoming subversive of good morals.

There are no indications of real and permanent prosperity in our large

importations of foreign fabrics; in the heavy operations at our commercial

marts; in the splendid fortunes reported to be made by skillful manipulations

at the gold room or the stock board; no evidences of increasing wealth in

the facts that railroads and steamboats are crowded with passengers, and

hotels with guests; that cities are full to overflowing, and rents and the

prices of the necessaries of life, as well as luxuries, are daily advancing.

All these things prove rather that a foreign debt is being created, that

the number of non-producers is increasing, and that productive industry

is being diminished. There is no fact more manifest than that the plethora

of paper money is not only undermining the morals of the people by en-

couraging waste and extravagance, but is striking at the root of our mate-

rial prosperity by diminishing labor. The evil is not at present beyond

the control of legislation, but it is daily increasing, and, if not speedily

checked, will, at no distant day, culminate in wide-spread disaster. The

remedy, and the only remedy within the control of Congress, is, in the

opinion of the Secretary, to be found in the reduction of the currency.

The paper circulation of the United States, on the 31st of October last,

was substantially as follows

:

1. United States notes and fractional currency 1454,218,038 20

2. Notes of the National Banks 185,000,000 00

3. Notes of State Banks, including outstanding issues of

State Banks converted into National Banks ....... 65,000,000 00

$704,218,038 20

The amount of notes furnished to the National Banks up to and includ-

ing the 31st of October was a little over $205,000,000, but it is estimated

that $20,000,000 of these had not then been put into circulation.

In addition to the United States notes, there were also outstanding

$32,536,900 five per cent. Treasury notes, and $173,012,140 compound in-

terest notes, of which it would, doubtless, be safe to estimate that

$30,000,000 were in circulation as currency.

From this statement, it appears that, without including seven and

three-tenths notes, many of the small denominations of which were in

circulation as money, and all which of tend in some measure to swell the

inflation, the paper money of the country amounted, on the 31st of Octo-

ber, to the sum of $734,218,038 20, which has been daily increased by the

notes since furnished to the National Banks, and is likely to be still fur-

ther increased by those to which they are entitled, until the amount
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authorized by law ($300,000,000) shall have been reached, subject to such

reduction as may be made by the withdrawal of the notes of the^ State

banks.

The following is a statement of the bank note circulation of the coun-

try at various periods of highest and lowest issues prior to the war

:

January, 1830 $61,324,000

1835 103,692,495

1836 140,301,038

1837 149,185,890

1843 58,564,000

1856 195,747,950

1857 214,778,822

1858 . . . . 155,208,344

1860 207,102,000

It will be noticed by this statement that the bank note circulation of

the United States increased from $61,324,000 to $149,185,890 between the

1st of January, 1830, and the 1st of January, 1837, in which latter year

the great financial collapse took place; fell from $149,185,890 in 1837, to

$58,564,000 in 1843, and rose to $214,778,822 on the 1st of January, 1857,

in which year the next severe crisis occurred j falling during that year to

$155,208,344, and rising to $207,102,000 on the 1st of January, 1860.

The following is a statement of bank deposits and loans in the same

years

:

Years. Deposits. Loans.

January 1, 1830 $55,560,000 $200,451,000

1835 83,081,000 365,163,000

1836 115,104,000 457,506,000

1837 127,397,000 525,115,000

1843 56,168,000 254,544,000

1856 212,706,000 634,183,000

1857 230,351,000 684,456,000

1858 185,932,000 583,165,000

1860 253,802,000 691,945,000

On the 30th of September, the date of their last quarterly reports, the

deposits and loans of the National Banks (the Secretary has no reliable

returns of these items from the few remaining State banks) were as

follows

:

Deposits, Individual and Government $544,150,194

Loans $485,314,029

To which should be added

—

Investments in U. S. bonds and other XJ. S.

securities 427,731,600

$913,045,629
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These figures are a history in themselves, exhibiting not only the past

and present condition of the country, in matters of exceeding interest,

but indicating unerringly the dangerous direction in which the financial

current is sweeping.

On the 1st of January of the memorable year 1837, the bank note cir-

culation of the United States was $149,185,890, the deposits were

$127,397,000, the loans $525,115,000. In January, 1857, the year of the

next great crisis, the circulation was $214,778,822, the deposits were

$230,351,000, the loans $684,456,000. There are no statistics to exhibit

the amount of specie actually in circulation in those periods, but it would

be a liberal estimate to put it at $30,000,000 for 1837, and $50,000,000 for

1857.

These were years of great inflation, the effects of which have been

already referred to—the revulsion of 1837 not only producing great im-

mediate embarrassment, but a prostration which continued until 1843, at

the commencement of which year the bank note circulation amounted

only to $58,564,000, deposits to $56,168,000, loans $254,544,000—flour

having declined in New York from $10 25 per barrel on the 1st of Janu-

ary, 1837, to $4 69 on the 1st of January, 1843, and other articles in

about the same proportion.

The reaction in 1857 was severe, but, for the reason before stated, less

disastrous and protracted.

On the 30th of September last, the deposits of the National Banks alone

amounted to $544,150,194; their loans—estimating their national securi-

ties as a loan to the Government—to $913,045,629; both of which items

must have been increased during the month of October; while on the 31st

of that month the circulation, bank and national, had reached the start-

ling amount of upwards of $700,000,000. Nothing beyond this statement

is required to exhibit the present inflation or to explain the causes of the

current and advancing prices. If disaster followed the expansions of

1837 and 1857, what must be the consequences of the present expansion

unless speedily checked and reduced

!

It is undoubtedly true that trade is carried on much more largely for

cash than was ever the case previous to 1861, and that there is a much

greater proper demand for money than there would be if sales were made,

as heretofore, on credit. It is also true that there is a larger demand than

formerly for money on the part of manufacturers for the payment of op-

eratives. But, making the most liberal allowances for the increased

wholesome demand arising from these causes and from the advance of

the country in business and population, it is apparent from the foregoing-

statements, if the advance in prices did not establish the fact, that the

circulating medium of the country is altogether excessive.
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Before concluding his remarks upon this subject, it may be proper for

the Secretary, even at the expense of repetition, to notice briefly some

of the popular and plausible objections to a reduction of the cur-

rency :

First. That, by reducing prices it would operate injuriously, if not

disastrously, upon trade, and be quite likely to precipitate a financial

crisis.

To this it may be replied, that prices of articles of indispensable neces-

sity are already so high as to be severely oppressive to consumers, espe-

cially to persons of fixed and moderate incomes and to the poorer classes.

Not only do the interests, but the absolute necessities of the masses

require that the prices of articles needed for their use should decline.

Nor is there any reason to apprehend, by any policy that Congress may
adopt, so rapid a reduction of prices as to produce very serious embarrass-

ment to trade. The Government currency can only, to any considerable

extent, be withdrawn by a sale of bonds, and the demand for bonds will

be so affected by the state of the market that a rapid contraction will be

difficult, if not impossible, even if it were desirable. There is more danger

to be apprehended from the inability of the Government to reduce its

circulation rapidly enough, than from a too rapid reduction of it. It is,

in part, to prevent a financial crisis, that is certain to come without it,

that the Secretary recommends contraction. Prices are daily advancing.

The longer contraction is deferred, the greater must the fall eventually be,

and the more serious will be its consequences. It is not expected that a

return to specie payments will bring prices back to the standards of former

years. The great increase of the precious metals and high taxes will

yjrevent this ; but this consideration makes it the more important that all

improper and unnecessary influences in this direction should beremoved.

Again it is urged, that a contraction of the currency would reduce the

public revenues.

It is possible that this might be the immediate effect, but it would be

temporary only. The public revenues depend upon the development of

our national resources, upon our surplus productions ; in other words, upon
labor. The revenues derived from transactions based upon a false standard

of value, or from interests that can only flourish in speculative times, are

not those upon which reliance can be placed for maintaining the public

credit. What a healthy and reliable business requires is a stable basis.

This it cannot have as long as the country is inflicted with an inconver-

tible currency, the value of which, as well as the value of the vast pro-

perty which is measured by it, is fluctuating and unreliable, and may
be in no small degree controlled by speculative combinations.

It is also urged that the proposed policy would endanger the public

credit, by preventing funding ; and that it would compel the Government
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and the people, who are in debt, to pay in a dearer currency than that in

which their debts were contracted.

The Secretary is unable to perceive any substantial ground for this ob-

jection. He cannot understand how the process of funding is likely to be

aided by the continuance of prices on their present high level, or how the

credit of the Government is to be restored by the perpetuation of an irre-

deemable currency, especially as that currency consists largely of its own
notes. While it is hoped that early provision will be made for the com-

mencement of the reduction of the national debt, an early payment of it

is not anticipated. Nor is it understood that those who are apprehensive

of the effects of contraction, entertain the opinion that the present condi-

tion of things should be continued until any considerable portion of this

debt shall be paid.

So far as individual indebtedness is regarded, it may be remarked, that

the people of the United States, if not as free from debt as they were six

months ago, are much less in debt than they have been in previous years,

and altogether less than they will be when the inevitable day of payment

conies round, if the volume of paper money is not curtailed. A financial

policy which would prevent the creation of debts and stimulate the pay-

ment of those already existing, so far from being injurious, would be in

the highest degree beneficial.

ft is further urged that a reduction of the Government notes would

embarrass the National Banks, if it did not force many of them into liqui-

dation.

To which it may be said, that it is better that the banks should be em-

barrassed now than bankrupted hereafter. Their business and their cus-

tomers are now under their control. "What will be their condition in

these respects if the expansion continues and swells a year or two longer,

it is not difficult to predict. While there has been no unhealthy expan-

sion of credits in the United States for which the banks have not been

largely responsible, there has been none by which they have not been

ultimately the losers. Unless their sentiments are misunderstood by the

Secretary, the conservative bankers of the country are quite unanimously

in favor of a curtailment of the currency, with a view to an early return

to specie payments.

Again : It is said that the excessive bank deposits have as much influ-

ence in creating and sustaining high prices as a superabundant currency.

This is unquestionably true; but it is also true that excessive deposits are

the effect of excessive currency, and that whenever the currency is reduced

there will be, at least, a corresponding, if not a greater, reduction of

deposits.

The last objection which will be noticed to the measure recommended

is, that it would, by reducing the rate of foreign exchanges, reduce exports

"nd increase imports.
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It is doubtless true that a high rate of exchange did for a time increase

the exportations of our productions, and diminish the importation of

foreign articles, but this advantage was much more than counterbalanced

by the largely increased expenses of the Government and of the people

resulting from the very cause that produced the high rate of exchange.

Besides, this apparent advantage no longer exists. The advance of prices

in the United States, notwithstanding the continued high rate of European

exchange, is now checking exports and inviting imports, and is creating

a balance in favor of Europe that is likely to be the greatest obstacle in

the way of an early resumption of specie payments. Nor must it be for-

gotten, that while the export of our productions was stimulated by the

high rate of exchange, this very high rate of exchange enabled Europe to

purchase them at exceedingly low prices.

Unless an unusual demand for our products is created in Europe by ex-

traordinary causes, it will be ascertained, by reference to the proper tables,

that our imports increase, and our exports diminish, under the influence

of a redundant currency. But reference to figures is hardly necessary to

substantiate this proposition. It is substantiated by the statement of it..

A country in which high prices prevail is an inviting one for sellers, but

an uninviting one for purchasers. Such a country is unfortunately the

United States at the present time. In order, however, that there may be

no misapprehension on this point, the attention of Congress is respectfully

called to a clear and interesting paper from Dr. Elder, statistician of this

Department, accompanying this report.

Every consideration, therefore, that has been brought to the mind of

the Secretary confirms the correctness of the views he has presented.

If the business of the country rested upon a stable basis, or if credits

could be kept from being still further increased, there would be less occa-

sion for solicitude on this subject. But such is not the fact. Business is

not in a healthy condition ; it is speculative, feverish, uncertain. Every

day that contraction is deferred increases the difficulty of preventing a

4
.
financial collapse. Prices and credits will not remain as they are. The
tide will either recede or advance ; and it will not recede without the

exercise of the controlling power of Congress.

The Secretary, therefore, respectfully but earnestly recommends-

—

First. That Congress declare that the compound interest notes shall

cease to be a legal tender from the day of their maturity.

Second. That the Secretary be authorized, in his discretion, »to sell

bonds of the United States, bearing interest at a rate not exceeding six

per cent., and redeemable and payable at such periods as may be con-

ducive to the interests of the Government, for the purpose of retiring

not only compound interest notes, but the United States notes.

It is the opinion of the Secretary, as has been already stated, that the
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process of contraction cannot be injuriously rapid; and that it will not be

necessary to retire more than one hundred, or at most two hundred mil-

lions of United States notes, in addition to the compound notes, before the

desired result will be attained. But neither the amount of reduction, nor

the time that will be required to bring up the currency to the specie

standard, can now be estimated with any degree of accuracy. The first

thing to be done is to establish the policy of contraction. When this is

effected, the Secretary believes that the business of the country will read-

ily accommodate itself to the proposed change in the action of Gov-

ernment, and that specie payments may be restored without a shock to

trade, and without a diminution of the public revenues or of productive

industry.

At the close of a great war, which has been waged on both sides witH

a vigor and energy, and with an expenditure of money, without a prece-

dent in history, the people of the United States are encumbered with

a debt which requires the immediate and careful consideration of their

representatives.

Since the commencement of the Special Session of 1861, the most im-

portant subject which has demanded and received the attention of Con-

gress has been that of providing the means to prosecute the war; and the

success of the Government in raising money is evidence of the wisdom of

the measures devised for this purpose, as well as of the loyalty of the

people and the resources of the country. No nation within the same

period ever borrowed so largely, or with so much facility. It is now to be

demonstrated that a republican government can not only carry on a war
on the most gigantic scale, and create a debt of immense magnitude, but

can place this debt on a satisfactory basis, and meet every engagement

with fidelity. The same wisdom which has been exhibited by the National

Councils in providing the means for preserving the national unity, will

not be wanting in devising measures for establishing the national credit.

The maintenance of public faith is a national necessity. Nations do

not and cannot safely accumulate moneys to be used at a future day, and

exigencies are constantly occurring in which the richest and most power-

ful are under the necessity of borrowing. The millennial days, when
nations shall beat their swords into ploughshares, and their spears into

pruning-hooks, and learn war no more, are yet, according to all existing

indications, far in the future. Weak and defaulting nations may maintain

a nominally independent existence, but it will be by reason of the jeal-

ousies, rather than the forbearance of stronger Powers. No nation is

absolutely safe which is not in a condition to defend itself; nor can it be

in this condition, no matter how strong in other respects, without a well-

established financial credit. Nations cannot, therefore, afford to be un-

faithful to their pecuniary obligations. Credit to them, as to individuals,
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is money; and money is the war power of the age. But for the unfalter-

ing confidence of the people of the loyal States in the good faith of the

Government, the late rebellion would have been a success, and this great

nation, so rapidly becoming again united and harmonious, would have

been broken into weak and belligerent fragments.

But the public faith of the United States has higher considerations than

these for its support. It rests not only upon the interests of the people^

but upon their integrity and virtue. The debt of the United States has

been created by the people in their successful struggle for undivided and

indivisible nationality. It is not a debt imposed upon unwilling subjects

by despotic authority, but one incurred by the people themselves for the

preservation of their Government-—by the preservation of which, those

who have been leagued together for its overthrow are to be as really ben-

efited as those who have been battling for its maintenance. As it is a debt

voluntarily incurred for the common good, its burdens will be cheerfully

borne by the people, who will not permit them to be permanent.

The public debt of the United States represents a portion of the accural^

lated wealth of the country. While it is a debt ofthe nation, it becomes the

capital of the citizen. The means of the merchant, the manufacturer and

farmer, and also those of the workingman and the soldier, have been lib-

erally invested in it; and it is an interesting fact—a practical evidence of

the great resources of the country-—that so large an amount of their

wealth could be loaned by the people to the Government without embar-

rassing industrial pursuits. Notwithstanding more than two thousand

millions of dollars of the means of the people of the United States have

been thus loaned, no branch of useful industry has suffered by the invest-

ment. It is undoubtedly true, that, if the wealth which has been invested

in United States securities could have been employed in agriculture, in

commerce, in mining and manufactures—in opening farms and the better

improvement of those already under cultivation, in building railroads and

ships, in working the mines, and in increasing the variety and amount of

our manufactures—the nation would have been far in advance of what it

now is in material prosperity. But it is also true, that, notwithstanding

the large investments by the people of the United States in the securities

of their Government—notwithstanding, also, more than two millions of

men, in the Northern States alone, were, for longer or shorter periods, in

the military service, and at least seven hundred thousand for a good part

of the time the war continued were constantly under arms—and notwith-

standing the immense waste of life, consequent upon operations so exten-

sive and battles so sanguinary as characterized this memorable struggle, the

larger part of the country, has still, since eighteen hundred and sixty, pro-

gressed both in wealth and population. The loyal States have advanced

3f
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in material prosperity in spite of the great drain that has been made upon
them ; and now that the war is closed, the Union is no longer in peril,

and the men that made the armies on both sides so effective and formid-

able, are to be again employed in profitable pursuits, the onward march of

the country—even if a temporary reaction, as the result of the war, and

the redundancy of the currency, shall be experienced—will be decided and

resistless.

The debt is large, but if kept at home, as it is desirable it should be,

with a judicious system of taxation it need not be oppressive. It is,

however, a debt. While it is capital to the holders of the securities, it is

still a national debt, and an encumbrance upon the national estate.

Neither its advantages nor its burdens are or can be shared or borne

equally by the people. Its influences are anti-republican. It adds to the

power of the Executive by increasing Federal patronage. It must be

distasteful to the people because it fills the country with informers and

tax-gatherers. It is dangerous to the public virtue, because it involves

the collection and disbursement of vast sums of money, and renders rigid

national economy almost impracticable. It is, in a word, a national bur-

den, and the work of removing it—no matter how desirable it may be for

individual investment-—should not be long postponed.

As all true men desire to leave to their heirs unencumbered estates, so

should it be the ambition of the people of the "United States to relieve

their descendants of this national mortgage . "We need not be anxious

that future generations shall share the burden with us. Wars are not at

an end, and posterity will have enough to do to take care of the debts

of their own creation.

Various plans have been suggested for the payment of the debt, but the

Secretary sees no way of accomplishing it, but by an increase of the na-

tional income beyond the national expenditures. In a matter of so great

importance as this, experiments are out of place. The plain beaten path of

experience is the only safe one to tread.

The first step to be taken is, to institute measures for funding the obli-

gations that are soon to mature. The next is, to provide for raising, in a

manner the least odious and oppressive to tax-payers, the revenues neces-

sary to pay the interest on the debt, and a certain definite amount an-

nually for the reduction of the principal. The Secretary respectfully

suggests that on this subject the expression of Congress should be decided

and emphatic. It is of the greatest importance, in the management of a

matter of so surpassing interest that the right start should be made.

Nothing but revenue will sustain the national credit, and nothing less

than a fixed policy for the reduction of the public debt will be likely to

prevent its increase.

On the 31st day of October, 1865, since which time no material change
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has taken place, the public debt, without deducting funds in the Treas-

ury, amounted to $2, 808, 549, 437 55, consisting of the following items ;

Bonds, 10-40's, 5 per cent., due in 1904, $172, 770, 100 00

Bonds, Pacific Eailroad, 6 per cent.,

due in 1895 1,258,000 00

Bonds, 5-20's, 6 per cent., due in 1882,

1884, and 1885 659, 259, 600 00

Bonds, 6 per cent., due in 1881 265, 347, 400 00

Bonds, 5 per cent., due in 1880 18, 415, 000 00

Bonds, 5 per cent., due in 1874 20, 000, 000 00

Bonds, 5 per cent., due in 1871 7, 022, 000 00— $1, 144, 072, 100 00

Bonds, 6 per cent., due in 1868 8, 908, 341 80

Bonds, 6 per cent., due in 1867 9, 415, 250 00

Compound interest notes, due in 1867

and 1868 173, 012, 141 00

7-30 Treasury notes, due in 1867 and

1868 830,000,000 00

1, 021, 335, 732 80

Bonds, Texas indemnity, past due... 760, 000 00

Bonds, Treasury notes, &c, past due.. 613, 920 09

1,373,920 09

Temporary loan, ten days' notice 99, 107, 745 46

Certificates of indebtedness, due in

1866 55,905,000 00

Treasury notes, 5 per cent., Dec. 1,

1865 32,536,901 00

187, 549, 646 46

United States notes 428, 160, 569 00

Fractional currency 26,057,469 20

454, 218, 038 20

$2, 808, 549, 437 55

The following is a statement of receipts and expenditures for the fiscal

year ending June 30, 1865 :

Balance in Treasury agreeably to warrants, July 1, 1864, $96, 739, 905 73

Eeceipts from loans applicable to ex-

penditures $864,863,499 17

Eeceipts from loans applied to pay-

ment of public debt 607, 361, 241 68

1, 472, 224, 740 85
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Eeceipts from customs 84, 928, 260 60

Eeceipts from lands 996,553 31

Eeceipts from direct tax 1, 200, 573 03

Eeceipts from internal revenue 209,464,215 25

Eeceipts from miscellaneous sources.. 32, 978, 284 47

329,567,886 66

., 898, 532, 533 24

EXPENDITURES.

Eedemption of public debt. $607,361,241 68

For the civil service.... $44, 765, 558 12

For pensions and Indians 14,258,575 38

For the War Department 1,031,323,360 79

For the Navy Department 122, 567, 776 12

For interest on public debt 77, 397, 712 00—— 1, 290, 312, 982 41

$1, 897, 674, 224 09

Leaving a balance in the Treasury on the 1st day of

July, 1865, of. $858,309 15

The following statement exhibits the items of increase and decrease of

the public debt for the fiscal year 1865

:

Amount of public debt June 30, 1865 $2, 682, 593, 026 53

Amount of public debt June 30, 1864 1,740,690,489 49

Total increase $941, 902, 537 04

Which increase was caused as follows, by

—

Bonds, 6 per cent., acts July 17, 1861 $29, 799, 500 00

Bonds, 6 per cent., act Feb. 25, 1862 4, 000, 000 00

Bonds, 6 per cent., act March 3, 1863 32,327,726 66

Bonds, 6 per cent, act June 30, 1864 91,789,000 00

$157, 916, 226 66

Bonds, 5 per cent., act March 3, 1864 99,432,350 00

Bonds, 6 per cent., acts July 1, 1862, and July 2, 1864,

issued to Central Pacific Eailroad Company, interest

payable in lawful money 1, 258, 000 00
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Treasury notes, 7-30, acts June 30, 1864, and March 3,

1865, interest payable in lawful money 671,610,400 00

Compound Interest notes, 6 per cent,,

act June 30, 1864 $178,756,080 00

Temporary loan, 6 per cent., act July

11,1862 17,386 869 96— 196, 142, 949 96

United States notes, acts Feb. 25, 1862, July 11, 1862,

and January 17, 1863 1, 509, 295 16

Fractional currency, act March 3,1863 7, 363, 098 85

Gross increase... $1,135,232,320 63

From which deduct for payments-

Bonds, 6 per cent., act July 21, 1842.... $1, 400 00

Treasury notes, 6 per ^cent., acts Dec.

23, 1857, and March 2, 1861 158,800 00

Bonds, 5 per cent., act Sept. 9, 1850,

(Texas indemnity) 1,307,000 00

Treasury notes, 7-30, act July 17, 1861.. 30, 212, 300 00

Certificates of indebtedness, 6 per cent.,

act March 1, 1862 44,957,000 00

reasury notes, 5 per cent, one and two-

year, act March 3, 1863 Ill, 132, 740 00

United States notes, act July 17, 1861,

and Feb. 12,1862 308,396 25

Postal currency, act July 17, 1862 5, 252, 147 34

193, 329, 783 59

^"et increase $941, 902, 537 04

In the report of the Secretary for the year 1864, there was excluded

from the public debt the sum of $77,897,347 02, which amount had been

paid out of the Treasury, but had not been reimbursed to the Treasurer

by warrants, and was not reimbursed until after the commencement of

the next fiscal year. This explains the difference between $18,842,558 71,

assumed in that report as the balance in the Treasury July 1, 1864, and

$96,739,905 73, the balance according to the warrant account, as above

stated.
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The following is a statement of the receipts and expenditures for the

quarter ending September 30, 1865

:

Balance in Treasury, agreeable to warrants, July 1, 1865.. $858, 309 15

Receipts from loans applicable to ex-

penditures $138,773,097 22

Receipts from loans applied to pay-

ment of public debt 138,409,163 35

277, 182, 260 57

Receipts from customs 47, 009, 583 03

Receipts from lands 132,890 63

Receipts from direct tax 31,111 30

Receipts from internal revenue 96, 618, 885 65

Receipts from miscellaneous sources... 18, 393, 729 94

162, 186, 200 55

^ 440, 226, 770 27
/

EXPENDITURES.

For the redemption of public debt.... 138, 409, 163 35

For the civil service !.^™_<^;
... 10, 571, 460 99

For pensions and Indians..... ^. 6,024,241 86

For the War Department 165,369,237 32

For the Navy Department 16, 520, 669 81

For interest on the public debt 36, 173, 481 50

373, 068, 254 83

Leaving a balance in the Treasury on the 1st day of

October, 1865, of $67, 158, 515 44

The Secretary estimates that the receipts for the remaining three quar-

ters of the year ending June 30, 1866, will be as follows

:

Balance in Treasury October 1, 1865 $67,158,515 44

Receipts from customs $100, 000, 000 00

Receipts from lands 500,000 00

Receipts from internal revenue 175,000,000 00

Receipts from miscellaneous sources.. 30,000,000 00

305, 500, 000 00

$372, 658, 515 44

The expenditures, according to the estimates, will be

:

For the civil service $32,994,052 38

For pensions and Indians 12, 256, 790 94
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For the War Department 307,788,750 57

For the Navy Department 35, 000, 000 00

For interest on public debt 96,813,868 75

484, 853, 462 64

Deficiency $112,194,947 20

The receipts for the year ending June 30, 1867, are estimated as follows:

From customs $100, 000, 000 00

From internal revenue 275,000,000 00

From lands 1,000,000 00

From miscellaneous sources 20, 000, 000 00

$396, 000, 000, 00

The expenditures, according to the estimates, will be

:

For the civil service $42,165,599 47

For pensions and Indians 17, 609, 640 23

For the War Department 39,017,416 18

For the Navy Department 43,982,457 50

For the interest on the public debt ... 141, 542, 068 50

$284, 317, 181 88

Leaving a surplus of estimated receipts over estimated

expenditures, of. $111,682,818 12

The debt of the United States was increased during the fiscal year

ending June 30, 1865, #941,902,537 04, and during the first quarter of the

present fiscal year $138,773,097 22. The Secretary has, however, the

satisfaction of being able to state that during the months of September and

October the public debt was diminished to the amount of about thirteen

millions of dollars.

If the expenditures for the remaining three quarters of the present

fiscal year shall equal the estimates, there will be a deficiency, to be

provided for by loans, of $112, 194, 947 20, to which must be added

$32,536,901 for the five per cent. Treasury notes, (part of the public

debt,) which become due the present month, and are now being paid out

of moneys in the Treasury, and all other payments which may be made
on the public debt.

The heavy expenditures of the last fiscal year, and of the months of

July and August of the present fiscal year, are the result of the gigantic

scale on which the war was prosecuted during a portion of this period,

and the payment of the officers and men mustered out of the service.
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The large estimates of the War Department for the rest of the year are
for the payment of troops which are to remain in the service, and of those
which are to be discharged, and for closing up existing balances.

The statement of the probable receipts and expenditures for the next
fiscal year is, in the highest degree, satisfactory. According to estimates

which are believed to be reliable, the receipts of that year will be sufficient

to pay all current expenses of the Government, the interest on the public

debt, and leave the handsome balance of $111, 682, 818 12 to be applied

toward the payment of the debt itself.

By the statement of the public debt on the 31st of October, it appears
that, besides the compound interest, the United States, and the fractional

notes, the past-due debt amounted to $1, 373, 920 09

The debt due in 1865 and 1866 to , 187,549,646 46

The debt due in 1867 and 1868 to 848, 323, 591 80

During the month of October about $50, 000, 000 of the compound in-

terest notes were funded in 5-20 six per cent, bonds under the provisions

of the act of March 3, 1865.

The Secretary would be gratified if the Treasury could be put at once in

a condition to obviate the necessity of issuing any more certificates of in-

debtedness, or raising money by any kind of temporary loans; but he may,
for a short period, be obliged to avail himself of any means now author-

ized by law for meeting current expenses and other proper demands
upon the Treasury.

Of the debt falling due in 1867 and 1868, $830, 000, 000 consist of 7 3-10

notes. It may be regarded as premature to fund any considerable amount

of these notes within the next year ; but in view of the fact that they are

onvertible into bonds only at the pleasure of the holders, it will be evi-

dently prudent for Congress to authorize the Secretary, whenever it can be

advantageously done, to fund them in advance of their maturity.

The Secretary has already recommended that he be authorized to sell

bonds of the United States, bearing interest at a rate not exceeding six

per cent., for the purpose of retiring Treasury notes and United States

notes. He further recommends that he be authorized to sell, in his

discretion, bonds of a similar character to meet any deficiency for

the present fiscal year, to reduce the temporary loan by such an amount

as he may deem advisable, to pay the certificates of indebtedness as

they mature, and also to take up any portion of the debt maturing

prior to 1869 that can be advantageously retired. It is not probable

that it will be advisable, even if it could be done without pressing

them upon the market, to sell a much larger amount of bonds within

the present or the next fiscal year than will be necessary to meet any defi-

ciency of the Treasury, to pay the past-due and maturing obligations of

the Government, and a part of the temporary loan, and to retire an amount
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of the compound interest notes and United States notes sufficient to bring-

back the business of the country to a healthier condition. But no harm
can result from investing the Secretary with authority to dispone of bonds,

if the condition of the market will justify it, in order to anticipate the

payment of those obligations that must soon be provided for.

When the whole debt shall be put in such a form that the interest only

can be demanded, until the Government shall be in a condition to pay the

principal it can be easily managed. It is undeniably large, but the re-

sources of the country are even now ample to carry and gradually to re-

duce it; and with the labor question at the South settled on terms just to the

employer and to the laborer, and with entire harmony between the dif-

ferent sections, it will be rapidly diminished, in burden and amount, by

the growth of the country, without an increase of taxation.

The following estimate of the time which would be required to pay the

national debt (if funded at five per cent, and at five and one-half per cent.)

by the payment of two hundred millions of dollars annually on the interest

and principal, and also of the diminution of the burden of the debt by the

increase of productions, may not be without interest to Congress and

to tax-payers.

The national debt, deducting moneys in the Treasury, was, on the 31st

of October, 1865, $2,740,854,750. Without attempting a nice calculation

of the amount it may reach when all our liabilities shall be accurately as-

certained, it seems safe to estimate it, on the 1st of July, 1866, at three

thousand millions of dollars. The exact amount of existing indebtedness

yet unsettled, and the further amount that may accrue in the interval, are

not now capable of exact estimation, and the revenue of the same period

can be only approximately calculated, but it will be safe to assume that

the debt will not exceed the sum named. «

The annual interest upon three thousand millions, if funded at 5| per

cent, per annum, would be one hundred and sixty-five millions, but if

funded at five per cent, it would be one hundred and fifty millions.

Now, if two hundred millions per annum should be applied, in half-

yearly installments of one hundred millions each, in payment of the accru-

ing interest and in reduction of the principal funded at the higher rate of

5i per cent., the debt would be entirely paid in thirty-two and one-eighth

years. At 5 per cent, per annum, it would be extinguished by the like

application of one hundred millions every six months, in a little over

twenty-eight years.

At the higher rate, the sum applied in the first year in reduction of the

principal of the debt would be thirty-five millions of dollars ; in the last or

thirty-second year, when the interest would be diminished to a little over

4p
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nine millions, about one hundred and ninety-one millions of the uniform

annual payment would go to the reduction of the principal.

On the assumption that the debt may be funded at 5 per cent., fifty

millions would be applicable to the reduction of the principal in the first

year, and in the twenty-eighth or last year of the period—the interest

falling to less than eight millions—one hundred and ninety-two millions

of the annual payment would go to the principal.

The annual interest accruing upon seventeen hundred and twenty-five

millions of the debt on the 31st of October last averages 6. 62 per cent.

A part of this sum is now due, another portion will be payable next year,

and the balance will be due or payable, at the option of the Government,

in 1867 and 1868. If these seventeen hundred and twenty-five millions

shall be funded or converted into 5 per cents by the year 1869, the aver-

age interest of the whole debt will be 5. 195 per cent. In the year 1871,

if the debt then maturing should be funded at the same rate, the average

interest would be reduced to 5. 15, and in 1881 to 5 per cent., excepting

the bonds for fifty millions to be advanced in aid of the Pacific Railroad

at 6 per cent., which will have thirty years to run from their respective

dates. The interest of these bonds, added to the supposed five per cents,

would, in 1881, make the average rate of the entire debt five and three

one-hundredths of one per cent, until the whole should be discharged.

In these calculations of the average rate of interest upon the funded

debt, the outstanding United States notes and fractional currency are not

embraced. Whatever amount of these four hundred and fifty-four mil-

lions may eventually be funded at 5 per cent, per annum, will proportion-

ally reduce the average rates of interest upon the whole debt.

By the terms and conditions of some portion of the debt, the interest

on the whole cannot be reduced to exactly five per cent., unless money
may be borrowecl, at some stage of the process, at a trine below 5 per

cent. A bonus of one-tenth of one per cent., paid by the bidders for five

per cent, loans, would more than cover the excess, the probability of

which fully warrants the calculation submitted as to the payment of the

total debt at this rate.

It must be observed, also, that the assumed principal of the debt in

July, 1866, must undergo some diminution before the funding in 1867, 1868,

and 1869, begins. If only one hundred millions shall be paid off in these

three years, the principal, thus reduced to twenty-nine hundred millions,

would be extinguished by the process already stated in twenty-nine years,

if funded at 5 i per cent., and, if at 5 per cent., in something less than

twenty-seven years. And, it is well worthy of attention that one hundred

millions' less principal, at the commencement of the process of payment,

will save four hundred millions, in round numbers, in the end, if the rate

is 5J per cent,, and three hundred millions if 5 per cent.
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The burden of a national debt is, of course, relative to the national re-

sources, and these resources are not, strictly speaking, capital, but the

current product of the capital and industry of the country. The annual

product, however, is found to bear a certain ratio to capital, and this ratio

may be conveniently and safely used in computing the probable resources

which must in the future meet the national requirement for the payment

of interest and extinguishment of the debt.

It has been estimated by one who has made this subject a study, that

the products of agriculture, manufactures, mining, mechanic arts, com-

merce, fisheries, and forests, in the year 1850 were at 28. 9 per cent, of the

value of the real and personal property of the United States. A similar

calculation makes the products of 1860 26. 8 per cent, of the wealth of the

country in that year, as fixed by the census returns. In the calculation

submitted, the annual products of capital and industry are taken, for

convenience, at 25 per cent, of the capital wealth of the country, and

the capital of each decennial year of the thirty that our national debt may
run before its extinguishment by the application of two hundred millions

per annum to the payment of its principal and interest, is here estimated

upon the basis of its amount and increase as given by the census of 1860.

In the year 1860 the real and personal property of the Union was valued

(slaves excluded) at fourteen thousand one hundred and eighty-three mil-

lions of dollars. Of this amount the States lately in insurrection held

three thousand four hundred and sixty-seven millions, being an increase

upon the like property in 1850 of 139. 7 per cent. The property of the

loyal States was valued at ten thousand seven hundred and sixteen mil-

lions, an increase of 126. 6 per cent, over 1850 ; together averaging a

decennial increase .of 129. 7 per cent,

ISTow, taking the increase of wealth in the loyal States in the ten years

from 1860 to 1870 at 125 per cent,, we have, as their capital in 1870, twen-

ty-four thousand one hundred and eleven millions; and if we put the

wealth of the other States at the same figure as in 1860, without allowing

anything for increase, we have a capital, for 1870, of twenty-seven thous-

and five hundred and seventy-eight millions. This sum gives us the pro-

duct of the year at six thousand eight hundred and ninety-four and a half

millions, upon which a payment on the debt of two hundred millions is 2. 9

per cent. If we add but 25 per cent, to the wealth of 1860 for the

States lately in insurrection as their probable valuation in 1870, the charge

of two hundred millions upon the products of that year will be 2. 81 per

cent. But, allowing all that can be claimed in this respect, and taking

the lowest estimate for 1870 as the basis for calculating the wealth and

products of the year 1880, 125 per cent, increase in this period gives a

capital of sixty-two thousand and fifty millions, and a product of fifteen

thousand five hundred and twelve millions, upon which sum a charge of
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two hundred millions falls to 1. 29 per cent. In 1890, the wealth, esti-

mated at an increase of only 100 per cent, upon that of 1880, gives the

year's products at thirty-one thousand and twenty-five millions, upon

which two hundred millions amounts to only 0. 644 per cent., or less than

two-thirds of one per cent., and in the year 1900, the tax upon the pro-

ducts of the year would fall to 0. 322 per cent., or less than one-third of

one per cent.

To this charge upon the resources of the country, if there be added one

hundred and forty millions in 1870 for all other expenditures, one hundred

and fifty millions in 1880, one hundred and sixty millions in 1890, and one

hundred and seventy millions in 1900, the estimated total expenditure

will be 4. 93 per cent, of the products of capital and industry in 1870, 2. 26

per cent, in 1880, 1. 17 per cent, in 1890, and barely seven-tenths of one

per cent, in 1900. Or, in general statement, the total estimated charges

of the National Government for the payment of the debt in thirty years,

and all other ordinary expenses, begin at less than 5 per cent, of the

resources of the country, and end in seven-tenths of one per cent.

These estimates and the basis upon which they rest, are sustained by

the result of English experience under a debt one-third larger than ours,

with ordinary and extraordinary expenses at least one-half larger than

ours are likely to reach, and borne through a period of much less wealth-

producing power. The Government charges for all expenditures fifty

years ago, took one pound in six of the products of Great Britain, but

these charges have now fallen to one pound in nine. We commence our

national burdens with resources that, in the very first year, will be required

to bear an aggregate of less than 5 per cent, or one dollar in twenty.

It is true that many circumstances may occur to prevent the accomplish-

ment of these anticipated results ; but the estimates have been made upon

what are regarded as reliable data, and are well calculated to encourage

Congress in levying taxes and the people in paying them.

After careful reflection, the Secretary concludes that no act of Congress

(except for raising the necessary revenue) would be more acceptable to

the people, or better calculated to strengthen the national credit, than one

which should provide that two hundred millions of dollars, commencing

with the next fiscal year, shall be annually applied to the payment of the

interest and principal of the national debt. The estimates for the next

fiscal year indicate that a very much larger amount could be so applied

without an increase of taxes.

Before concluding his remarks upon the national debt, the Secretary

would suggest that the credit of the five-twenty bonds issued under the acts

of February 25, 1862, and June 30, 1864, would be improved in Europe,

and, consequently, their market value advanced at home, if Congress

should declare that the principal, as well as the interest, of these bonds
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is to be paid in coin. The policy of the Government in regard to its

funded debt is well understood in the United States, but the absence

of a provision in these acts that the principal of the bonds issued under

them should be paid in coin, while such a provision is contained in the act

under whicn the ten-forties were issued, has created some apprehension in

Europe that the five-twenty bonds might be called in at the expiration of

five years, and paid in United States notes. .Although it is not desirable that

our securities should be held out of the United States, it is desirable that

they should be of good credit in foreign markets on account of the influ-

ence which these markets exert upon our own. It is, therefore, impor-

tant that all misapprehensions on these points should be removed by an

explicit declaration of Congress that these bonds are to be paid in coin.

In view of the fact that the exemption of Government securities from

State taxation is, by many persons, considered an unjust discrimination

in their favor, efforts may be made to induce Congress to legislate upon

the subject of their ^taxation. Of course, the existing exemption from

State and municipal taxation of bonds and securities now outstanding will

be scrupulously regarded. That exemption is a part of the contract under

which the securities have been issued and the money loaned thereon to the

Government, and it would not only be unconstitutional, but a breach of the

public faith of the nation to disregard it. It would also, in the judgment

of the Secretary, be unwise for Congress to grant to the States the power,

which they will not possess unless conferred by express Congressional enact-

ment, of imposing local taxes upon securities of the United States which

may be hereafter issued. Such taxation, in any form, would result in

serious, if not fatal, embarrassment to the Government, and, instead of

relieving, would eventually injure the great mass of the people, who are to

bear their full proportion of the burden of the public debt. This is a sub-

ject in relation to which there should be no difference of opinion. Every
tax-payer is personally interested in paving the public debt placed at

home, and at a low rate of interest, which cannot be done if the public

securities are to be subject to local taxation. Taxes vary largely in differ-

ent States, and in different counties and cities of the same State, and are

everywhere so high that, unless protected against them, the bonds into

which the present debt must be funded cannot be distributed among the

people, except in some favored localities, unless they bear a rate of interest

so high as to make the debt severely oppressive, and to render the pros-

pect of its extinguishment well-nigh hopeless. Exempted from local tax-

ation, the debt can, it is expected, be funded at an early day at five per

cent.; if local taxation is allowed, no considerable portion of the debt

which falls due within the next four years can be funded at home at less

than eight per cent.
' The tax-payers of the United States cannot afford to

have their burdens thus increased. It is also evident that the relief which
local tax-payers would obtain from Government taxation, as the result of
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a low rate of interest on the national securities, would, at least, be as great

as the increase of local taxes to which they would be subjected on account

of the exemption of Government securities ; while if those securities should

bear a rate of interest sufficient to secure their sale when subject to local

taxes, few, if any of them, would long remain where those "taxes could

reach them. They would be rapidly transferred to other countries, into

the hands of foreign capitalists, and thus at last the burden of paying a

high rate of interest would be left upon the people of this country with-

out compensation or alleviation.

The present system of internal revenue is one of the results of the war.

It was framed under circumstances of pressing necessity, affording little

opportunity for careful and accurate investigation of the sources of reve-

nue. Its success, however, has exceeded the anticipations of its authors,

and is a most honorable testimonial to their wisdom, and to the patriotism

of the people who have so cheerfully submitted to its burdens.

"With the restoration of peace, industry is returning again to its former

channels, and a revision of the system now becomes important to accom-

modate it to the changed and changing condition of the country.

Every complicated system of taxation opens the way to mistakes,

abuses, and deceptions. Temptations to dishonesty and fraud are placed

before the revenue officers and the tax-payers, and both are often thereby

demoralized. Honest men, who pay their taxes in full, are injured, if not

ruined, by the ingenuity of those who successfully evade their share of

the public burdens.

The multiplicity of objects at present subject to taxation is one of the

most serious objections to the present system. Many of these yield little

revenue, while its collection is troublesome to the collector, and irritating

and offensive to the tax-payers. This multiplicity also involves as many
temptations to fraud, and as many difficult questions for decision, as the

objects from which large revenue is derived.

To impose taxes judiciously, so as to obtain revenue without repressing

industry, is one of the highest and most difficult duties devolved upon

Congress. Taxation which in one year may be scarcely felt, may the

next year be oppressive; and that which may not be burdensome to those

who are well established in business may be fatal to those just commencing.

Every branch of industry has its infancy, and ought to be encouraged

by liberal legislation. "Whatever of industry or enterprise is destroyed,

by injudicious taxation or otherwise, is a damage to the national welfare.

Heavy taxation may drive capital from our shores, or prevent its em-

ployment in the manner most advantageous to the country, and thus pre-

vent that demand for labor which is the best security for its proper

reward.

The taxation which is now extremely productive may in a few years
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become unproductive, or engender a spirit of opposition and discontent

which may endanger the national credit.

It is important, therefore, that our revenue system should be frequently

and carefully revised, in order that it may be accommodated to the habits

and character of the people, to the industry of the country, to labor and

capital, to wages at home and wages abroad, It is also of the highest

importance that there should be a careful adjustment of our internal to

our external revenue system.

That views somewhat similar to these were entertained by Congress, is

indicated by the provision in the amendatory act of March 3, 1865, by

which the Secretar}^ of the Treasury was authorized to " appoint a com-

mission, consisting of three persons, to inquire and report, at the earliest

practicable moment, upon the subject of raising by taxation such revenue

as may be necessary in order to supply the wants of the Government,

having regard to and including the sources from which such revenue

should be drawn, and the best and most efficient mode of raising the

same."

This subject received the early attention of the Secretary, and under

the authority of the act, after careful deliberation, a commission was or-

ganized, consisting of Messrs. David A. Wells, Stephen Colwell, and S. S.

Hayes, representing, to a certain extent, different sections and interests,

and also different political sentiments. The commission was fully organ-

ized in June, and has since then been actively engaged in the prosecution

of its labors.

An investigation of the character of the revenue, contemplated by the

act authorizing this commission, necessarily involves a careful and com-

prehensive inquiry into the condition of every industry, trade, or occupa-

tion in the country likely to be affected by the national revenue system,

and, in the absence of nearly all previously compared and exact data,

must necessarily be protracted and laborious. From a preliminary report

made to the Secretary by the commission, he has reason to infer that

enough has already been accomplished by them to indicate the value of

an investigation like that in which they are now engaged, and to demon-
strate the necessity of the accumulation of a correct and accurate knowl-

edge, properly digested and presented, as a basis for our future revenue

legislation.

The plan pursued by the commission has been, to take up, specifically,

those sources of revenue which our own experience, and the experience of

other countries, have indicated as likely to be most productive under tax-

ation and most capable of sustaining its burdens. In pursuance of this

plan, a large number of witnesses have been examined, and much valuable

testimony put upon record.

It is understood to be the opinion of the commissioners that it would be

inexpedient at once to make any radical and violent changes in the nature
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and working ofthe present revenue system, and that we should rather seek,

through experience and study, to perfect the present system by degrees,

so as to gradually adapt it to the industrial habits and fiscal capacity of

the people. The Secretary is also informed by the commissioners that it

seems certain to them that, without any increase in the rate of taxation,

but by the enactment of some modifications and amendments of the pre-

sent law, coupled, possibly, even with some reduction in the rates, an in-

crease of revenue from comparatively few sources to the extent of some
fifty or sixty millions of dollars per annum over and above that now ob-

tained, may be confidently relied on. If this should be the case, an early

repeal of a multitude of small taxes which, from the inquisitorial charac-

ter of their method of collection, have become extremely odious and objec-

tionable, will be advisable.

Although the work of the commission has been thus far mainly directed

to the sources likely to be most productive of revenue, the consideration

of the subject of the administration of the law has not been omitted by
them; and in this department it is believed that some valuable recom-

mendations will be submitted for the consideration of Congress.

As a gratifying feature of their work, the commission report a most

cheerful and prompt co-operation on the part of nearly all the representa-

tives of the industrial interests of the country in the procurement of exact

information, and a universal expression of ready acquiescence in any de-

mands upon them which the future necessities of the Government may
require, united, at the same time, with a request that the Government

should, on its part, seek to equalize, so far as practicable, and fairly dis-

tribute, the apportionment of its requirements.

In view of the fact that the revision of the whole revenue system has

been committed to this commission, the Secretary does not consider it

proper for him to present his views upon this important subject in advance

of their final report, which it is hoped will be made early in the session.

There are some subjects, however, presented in the report of the Com-
missioner of Internal Eevenue which require the attention of Congress

before the report of the commission is received, and in relation to which

there should be early action.

In putting into operation the system of internal revenue in the recently

rebellious States, it became necessary for the Secretary to decide whether

or not an effort should be made to collect the taxes which accrued prior

to the establishment of revenue offices therein. After giving the subject

due consideration, the Secretary, in view of the facts that there were no

Federal revenue officers to whom payment of taxes could be made, that

the people (many of them involuntarily) had been subjected to heavy

taxation by the government which was attempted to be established in

opposition to that of the United States, and had been greatly exhausted

by the ravages of war, issued a circular, under date of the 21st of June,
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declaring "that, without waiving in any degree the right of the Govern-

ment in respect to taxes which had before that time accrued in the States

and Territories in insurrection, or assuming to exonerate the tax-payer

from his legal responsibility for such taxes, the Department did not deem it

advisable to insist, at present, on their payment, so far as they were pay-

able prior to the establishment of a collection district embracing a terri-

tory in which the tax-payer resided."

For substantially the same reasons that induced the Secretary to issue

this circular, he deemed it to be his duty to suspend all further sales under

the direct tax law. Tax commissioners, however, have been appointed

for each State, and collections have been made, as far as it has been prac-

ticable to make them, without sales of property. Some sales had, how-

ever, been previously made in many of the States, and large amounts of

property had been purchased for the Government. In South Carolina, a

portion of the lands thus purchased have since been sold under the 11th

section of the act of August, 1863.

During the war the laws in regard to stamps have been, of course, in

the insurrectionary States, entirely disregarded; and, as a consequence,

immense interests are thereby imperilled.

In view, therefore, of the recent and present condition of the Southern

States, the Secretary recommends—

First. That the collection of internal revenue taxes which accrued

before the establishment of revenue offices in the States recently in rebel-

lion be indefinitely postponed.

Second. That all sales of property in those States, under the direct tax

law, be suspended until the States shall have an opportunity of assuming

(as was done by the loyal States) the payment of the tax assessed upon
them.

Third. That all transactions in such States, which may be invalid by the

non-use of stamps, be legalized as far as it is in the power of Congress to

legalize them.

What action, if any, should be taken for the relief of persons in those

States, whose property has been sold under the direct tax law, and is

now held by the Government, it will be for Congress to determine. The
Secretary is decidedly of the opinion that liberal legislation in regard to

the taxes which accrued prior to the suppression of the rebellion will tend

to promote harmony between the Government and the people of those

States, will ultimately increase the public revenues, and vindicate the

humane policy of the Government.

The Secretary is happy in being able to state that the affairs of the

Bureau of Internal Eevenue are being satisfactorily administered, and
the working of the system throughout the country is being gradually

improved.

5f
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For want of proper accommodations in the Treasury Building the

Bureau has been removed to the large and commodious building on 15th

street, which has been secured for such time as the Government may
require its use, at an annual rent of $23,000.

The reciprocity treaty with Great Britain will expire on the 17th of

March next, and due notice of this fact has been given, by circulars, to

the officers of customs on the northern frontier.

There are grave doubts whether treaties of this character do not inter-

fere with the legislative power of Congress, and especially with the con-

stitutional power of the House of Eepresentatives to originate revenue

bills; and whether such treaties, if they yield any thing not granted by

our general revenue laws, are not in conflict with the spirit of the usual

clause contained in most of our commercial treaties, to. treat each nation

on the same footing as the most favored nation, and not to grant, without

an equivalent, any particular favor to one nation not conceded to another

in respect to commerce and navigation.

It appears to be well established that the advantages of this treaty

have not been mutual, but have been in favor of the Canadas. Our mar-

kets have been strong, extensive, and valuable—theirs have been weak,

limited, and generally far less profitable to our citizens. The people of

the Canadas and Provinces have been sellers and we buyers of the same

productions for which we are often forced to seek a foreign market. It

is questionable, in fact, whether any actual reciprocity, embracing many
of the articles now in the treaty, can be maintained between the two

countries. Even in regard to the fisheries, it is by no means certain that,

instead of equivalents having been acquired under the treaty, more than

equal advantages were not surrendered by it. But, whatever the facts

may be, this subject, as well as that of inter-communication through

rivers and lakes, and possibly canals and railroads, are proper subjects of

negotiation, and their importance should secure early consideration.

It is certain that, in the arrangement of our complex system ofrevenue

through the tariff and internal duties, the treaty has been the cause of no

little embarrassment. The subject of the revenue should not be embar-

rassed by treaty stipulations, but Congress should be left to act upon it

freely and independently. Any arrangement between the United States

and the Canadas and Provinces, that may be considered mutually bene-

ficial, can as readily be perfected and carried out by reciprocal legislation

as by any other means. E"o complaint would then arise as to subsequent

changes of laws, for each party would be free to act at all times, according

to its discretion.

However desirable stability may be, an irrepealable revenue law, even in

ordinary times, is open to grave objections, and in any extraordinary crisis

is likely to be pernicious. The people of the United States cannot consent
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to be taxed as producers while those outside of our boundaries, exempi

from our burdens, shall be permitted, as competitors, to have free access

to our markets. It is desirable to diminish the temptations now existing

for smuggling, and if the course suggested, of mutual legislation, should

be adopted, a revenue system, both internal and external, more in har-

mony with our own, might justly be anticipated from the action of our

neighbors, by which this result would be most likely to be obtained.

The attention of Congress is again called to the importance of early

and definite action upon the subject of our mineral lands, in which subject

are involved questions not only of revenue, but social questions of a most

interesting character.

Copartnership relations between the Government and miners will hardly

be proposed, and a system of leasehold, (if it were within the constitu-

tional authority of Congress to adopt it, and if it were consistent with

the character and genius of our people,) after the lessons which have

been taught of its practical results in the lead and copper districts, can-

not of course be recommended.

After giving the subject as much examination as the constant pressure

of official duties would permit, the Secretary has come to the conclusion

that the best policy to be pursued with regard to these lands is the one

which shall substitute an absolute title in fee for the indefinite possessory

rights or claims now asserted by miners.

The right to obtain a "fee simple in the soil" would invite to the min-

eral districts men of character and enterprise ; by creating homes, (which

will not be found where title to property cannot be secured,) it would

give permanency to the settlements, and, by the stimulus which ownership

always produces, it would result in a thorough and regular development

of the mines.

A bill for the subdivision and sale of the gold and silver lands of the

United States was under consideration by the last Congress, to which at-

tention is respectfully called. If the enactment of this bill should not be

deemed expedient, and no satisfactory substitute can be reported for the

sale of these lands to the highest bidder, on account of the possessory

claims of miners, it will then be important that the policy of extending

the principle of pre-emption to the mineral districts be considered. It is

not material, perhaps, how the end shall be attained, but there can be no

question that it is of the highest importance, in a financial and social

point of view, that ownership of these lands, in limited quantities to each

purchaser, should be within the reach of the people of the United States

who may desire to explore and develop them.

In this connection it may be advisable for Congress to consider whether

the prosperity of the treasure-producing districts would not be increased,

and the convenience of miners greatly promoted, by the establishment of
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an assay office in every mining district from which an annual production

of gold and silver amounting to ten millions of dollars is actually

obtained.

The attempts at smuggling, stimulated by the high rates of duties on

imports, have engaged the attention of the Department, and such arrange-

ments have been made for its detection and prevention as seemed to be

required by the circumstances, and available for that purpose.

It is quite apparent, however, that, with our extensive seacoasts and

inland frontier, it is impracticable entirely to prevent illicit traffic, though

checks at the most exposed points have, doubtless, been put to such prac-

tices.

In this connection, it may be remarked, that the revenue cutters are

diligently and usefully employed in the preventive service, within cruis-

ing limits so denned as to leave no point of sea and gulf coasts unvisited

by an adequate force.

A similar arrangement will be extended to the lakes on the reopening

of navigation, the cutters built for that destination not having been com-

pleted in time to be put in commission before its close.

The cutters are an important auxiliary to the regular customs authori-

ties, in the collection and protection of the public revenue, by the ex-

amination of incoming vessels and their manifests of cargo; affording

succor to vessels in distress ; aiding in the enforcement of the regulations

of harbor police, and otherwise preventing or detecting violations or

evasions of law. A service of this description is unquestionably useful,

if not indispensable, to the administration of the revenue system of a

maritime and commercial country with such extensive sea, lake, and gulf

coasts as our own.

There are now in the service twenty-seven steamers and nine sailing

vessels. Of the steamers, seven are of the average tonnage of 350 tons,

and draw nine feet of water. These large vessels were constructed dur-

ing the progress of the late rebellion, and were designed for the com-

bined purpose of a naval force and a revenue coast guard. Their heavy

armaments, large tonnage, and crews, however well fitted for such pur-

poses, are not adapted for the revenue service in a time of peace. In con-

sequence of their great draft of water, they must be used mainly as sea-

going vessels, and are incapable of navigating the shallow waters of the

coasts, and their tributaries, which afford the most favorable opportuni-

ties for contraband trade. Independently of these considerations, they

are so constructed as to be unable to carry a supply of fuel for more than

three, or possibly four days, at the farthest.

It is recommended, therefore, that this Department be vested with

authority to sell the vessels of this description, and expend the proceeds

in the purchase of others of a different character and lighter draft, and,
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on that account, better fitted to accomplish the purposes of a preventive

service, and which can be kept in commission at a cost more than one-

third less than those of the former class.

For example, the difference in the cost of running for twelve months

the "Mahoning," one of the first-named class, and the "Nansemond," one

of the latter class, is $27,606. The "Mahoning," with twelve tons of coal

per diem, can make but eight knots per hour; while the "Nansemond,"

with eight tons of coal per diem, will make twelve knots per hour. The

"Nansemond," drawing but six feet nine inches, is enabled to cruise in

waters entirely inaccessible to the "Mahoning."

To render the service effective and economical, cutters should be of light

draft, manned by a small crew, and able to navigate the shoal waters and

penetrate the inland bays, rivers, and creeks, with which our sea, lake,

and gulf coasts abound, but of sufficient tonnage to enable them to per-

form efficiently and safely the duties of a coast guard at sea, and to fur-

nish succor to vessels in distress; and at the same time to navigate the

interior waters for the prevention of smuggling, and reach readily a port

of refuge in the tempestuous weather prevailing at times along our coast,

should they be forced to do so.

The working of the Marine Hospital system, as at present constituted,

is not altogether satisfactory. The erection and repair of numerous ex-

pensive buildings, and the support of the establishments necessarily con-

nected with their operations, have entailed upon the G-overnment a yearly

expense far beyond the amount contributed by the seamen, which has

been met by large annual appropriations by Congress.

The act of July 16, 1798, by which the system was created, and the

rate of contribution fixed at twenty cents per month, confined the action

of the G-overnment to the simple expenditure, for the benefit of the sea-

men, of the amounts thus contributed by themselves, and contemplated

laying no burden on the public treasury. If it is deemed advisable to

continue any system of relief, under control of the Government, it is re-

spectfully suggested that the original intent of the law should be carried

into effect, and the fund made self-sustaining. With this view, it will be

necessary to increase the fund, and to make a material reduction in the

expenses.

Experience has shown, and former Secretaries have at various times,

and with entire unanimity, represented to Congress that the system

of public marine hospitals, maintained and managed by the Govern-

ment, is the least economical method that has been devised for the ad-

ministration of this fund, and affords the least comparative benefit to the

seamen. The expenses of these establishments are large, independently

of the number of seamen received in them. "When the patients arc
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numerous, the average rate of expense per man is not unreasonable ; but

where they are few, as at most of the public institutions, the expense per

capita is very largely in excess of the cost of maintaining them under

contract at private, State, or municipal institutions, where they would

be better accommodated, at an expense exactly proportioned to the ser-

vices rendered.

Mention may be made, in illustration, of one of these public hospitals,

which is maintained at an annual expense of upwards of $4,000, and

which accommodates an average of less than a single patient, at a daily

cost per capita of more than $14 50 ; while quite as satisfactory relief

can be had under contract for about $1 per day.

There are, moreover, several hospital buildings, erected at great cost,

now lying idle, out of repair, and not available for their intended use.

Some of these have never been occupied, and one, at least, is situated at

a point remote from any port, and where relief is never demanded. Others

now occupied are in a condition requiring large and immediate outlay to

preserve them.

In view of these facts, it is strongly recommended that authority be

conferred by law upon this Department to sell such hospitals as experi-

ence has shown are not needed, retaining only those situated at impor-

tant ports where, by the course of commerce, demands for relief are

likely to be most frequent and pressing, and where contracts on favorable

terms cannot be procured with private or municipal institutions. The

proceeds should either be returned into the Treasury in repayment of

their cost, or invested for the benefit of the hospital fund.

In favor of the contract system it may be remarked, that it is in oper-

ation most successfully at New York, where demands for relief are far

the heaviest; at Baltimore, Philadelphia, St. Louis, Louisville, and Cincin-

nati ;
and it is believed that quite as advantageous^ and satisfactory ar-

rangements might be made at other ports where Government hospitals

are now located. Even at ports where it may be deemed best to retain

the ownership of the hospital buildings, it might be advisable to lease

them to private or municipal hospitals, which would gladly receive the

seamen on favorable terms. Such an arrangement was formerly in force

at Charleston, S. C, much to the advantage of the patients and the fund.

Should these suggestions be adopted, and, at the same time, the rate of

contribution fixed at thirty cents a month, instead of twenty as at pre-

sent, the proceeds of the tax, thoroughly collected and economically ad-

ministered, would be ample to meet every demand which a judicious dis-

crimination in affording relief would make upon them ; and the seamen

would receive far more substantial and efficient benefit than under the

present system.

As to the increased rate of contribution it may be said that the existing
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rate has stood unchanged, through all the fluctuations of prices and

wages, since 1798; that it is quite disproportioned to the benefit derived

by the seamen from the marine hospital system ; and that persons of this

class are, as a general thing, otherwise free from Federal legislation. In

this view, there can be no hardship or injustice in making the moderate

increase suggested.

By the report of the Comptroller of the Currency, it appears that six-

teen hundred and one banks had been, on the 31st of October last, organ-

ized under the National Banking Act. Of these, six hundred and seventy-

nine were original organizations, and nine hundred and twenty-two

conversions from State institutions.

The Comptroller recommends several amendments to the acts, which

will arrest the attention of Congress.

The recommendation that the banks shall be compelled to redeem their

notes at one of the three cities named is heartily endorsed. At some

future day it may be advisable that redemptions shall be authorized at

western and southern cities; but as long as exchange continues to be in

favor of the seaboard, it is not expedient to permit banks to redeem at

interior points. There are very few country banks or banks in the inte-

rior cities that do not keep their chief balances in either Boston, New
York, or Philadelphia, there being a regular demand for exchange on

these cities. Where the current of trade requires the banks to keep ac-

counts for their own accommodation and that of their customers and the

public, there should their redemptions be made. Notes that are par in

either of these cities will very rarely be at a discount in any part of the

United States, and will be as nearly of uniform value as is, perhaps, ever

to be expected in a paper currency.

The Secretary is hopeful that the time is not far distant when redemp-

tions will be something more than nominal. Experience and observation

have taught him that frequent redemptions are essential to the solvency

of banks of circulation. Nothing so well teaches a bank the necessity of

keeping its loans in the hands of prompt customers, and its means under

its own control, as the certainty of being frequently called upon to meet
its own obligations. It is quite important that inexperienced bankers,

under the national banking system, should learn that their notes are not

money, but promises to pay it; and the sooner and the more effectively

this lesson is impressed upon them, the better will it be for their stock-

holders and the system.

The national banking system was designed not only to furnish the peo-

ple with a sound circulation, but one of uniform value ; and this is not

likely to be fully accomplished until the banks, by compulsion or their

own voluntary act, keep their notes at par in the principal money mar-

kets of the country.
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The establishment of the national banking system is one of the great

compensations of the war—one of the great achievements of this remark-

able period. In about two years and a half from the organization of the

first national bank, the whole system of banking under State laws has

been superseded, and the people of the United States have been furnished

with a circulation bearing upon it the seal of the Treasury Department

as a guaranty of its solvency. It only remains that this circulation shall

be a redeemable circulation ; redeemable not only at the counters of the

banks, but at the commercial cities, to make the national banking system

of almost inconceivable benefit to the country.

The present law limits the circulation of the national banks to three

hundred millions of dollars ; and it is not probable, when the business of

the country returns to a healthy basis, that a larger paper circulation

than this will be required. Indeed, it is doubtful whether a larger bank

note circulation can be maintained on a specie basis. Should an increase,

however, be necessary, it can be provided for hereafter. It is, perhaps, un-

fortunate that a greater restriction had not been placedupon the circulation

of the large banks already organized, in view of the wants of the southern

States. It is quite likely, however, that the anticipated withdrawal of a

portion of the United States notes (not to speak of the effect of the res-

toration of specie payments) will so reduce the circulation of the north-

ern banks as to afford to the South, under the present limitation of the

law, all the paper currency which will be required in that quarter.

The act of March 3, 1865, authorized the Secretary to borrow any

sums not exceeding six hundred millions of dollars and to issue there-

for bonds or Treasury notes of the United States in such form as he

might prescribe.

Under this act there was issued daring the month of March $70,000,000

of notes payable three years after date, and bearing an interest pay-

able semi-annually in currency at the rate of seven and three-tenths per

cent, per annum, and convertible at maturity, at the pleasure of the hold-

ers, into five-twenty gold-bearing bonds.

Upon the capture of Eichmond and the surrender of the confederate

armies, it became apparent that there would be an early disbanding of

the forces of the United States, and consequently heavy requisitions

from the War Department for transportation and payment of the

army, including bounties. As it was important that these requisitions,

should be promptly met, and especially important that not a soldier

should remain in the service a single day for want of means to pay him,

the Secretary perceived the necessity of realizing as speedily as possible

the amount—$530,000,000—still authorized to be borrowed under this

act. The seven and three-tenths notes had proved to be a popular loan,

and although a security on longer time and lower interest would have
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been more advantageous to the Government, the Secretary considered it

advisable, under the circumstances, to continue to offer these notes to the

public, and to avail himself, as his immediate predecessors had done, of

the services of Jay Cooke, Esq., in the sale of them. The result was in

the highest degree satisfactory. By the admirable skill and energy of

the agent, and the hearty co-operation of the national banks, these

notes were distributed in every part of the northern, and some parts of

the southern States, and placed within the reach of every person desir-

ing to invest in them. No loan ever offered in the United States, not-

withstanding the large amount of Government securities previously taken

by the people, was so promptly subscribed for as this. Before the

first of August the entire amount of $530,000,000 had been taken, and

the Secretary had the unexpected satisfaction of being able, with the re-

ceipts from customs and internal revenue and a small increase of the

temporary loan, to meet all the requisitions upon the Treasury.

On two hundred and thirty millions of these notes the Government

has the option of paying the interest at the rate of six per cent, in coin,

instead of seven and three-tenths in currency. The Secretary thought

it advisable to reserve this option, because he indulged the hope that be-

fore their maturity specie payments would be restored, and because six

per cent, in coin is as high a rate of interest as the Government should

pay on any of its obligations.

The receipts of coin have been for some months past so large that there

have been constant accumulations beyond what has been required for the

payment of the interest on the public debt. The Secretary has, there-

fore, deemed it to be his duty to sell, from time to time, a portion of the

surplus for the purpose of supplying the wants of importers and furnish-

ing the means for meeting the demands upon the Treasury for currency.

The sales have been conducted by the Assistant Treasurer in New York
in a manner entirely satisfactory to the Department, and, it is believed,

to the public. The sales, up to the first of November, amounted to

$27, 993, 216 11, and the premium to $12, 310, 459 76 ; thus placing in

the Treasury for current use, the sum of $40, 303, 675 87, without which
there would have been a necessity for the further issue of interest-bearing

notes.

The necessities of the Treasury have been such that a compliance with

the requirements of the act of February 25, 1862, for the creation of a

sinking fund, has been impracticable. As long as it is necessary for the

Government to borrow money, and to put its obligations upon the mar-

ket for sale, the purchase of these obligations for the purpose of creating

a sinking fund would hardly be judicious. After the expiration of the

present year, the income of the Government will exceed its expenses ; and
6 F
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it will then be practicable to carry into effect tlie provisions of the law.

The Secretary is, however, of the opinion that the safe and simple way
of sinking the national debt is to apply directly to its payment the

excess of receipts over expenditures. He therefore respectfully recom-

mends, that so much of the act of February 25, 1862, as requires the appli-

cation of coin to the purchase or payment of one per cent, of the entire

debt of the United States, to be set apart as a sinking fund, be repealed.

By virtue of the authority conferred by the fifth section of the act of

March 3, 1863, the Treasurer of the United States and the Assistant

Treasurer in New York have been instructed to receive deposits of coin

and bullion, and to issue certificates therefor in denominations of not less

than twenty dollars.

Instructions were given for the issue of these certificates to pro-

mote the convenience of officers of customs and of the Treasurer and

Assistant Treasurers, and for the accommodation of the public. Other

considerations also prompted the Secretary to avail himself of the au-

thority referred to. It is expected that the credit of the Government

will be strengthened by the coin which will be thus brought into the

Treasury, and that the effect of the measure will be to facilitate to some

extent a return to specie payments. If the experiment should be satis-

factory in New York, it will be extended to other commercial cities.

For a full explanation of the condition of the mints and their operations

durino* the past year, attention is requested to the report of the Director

of the mint at Philadelphia.

The total value of the bullion deposited at the mint and branches dur-

ing the last fiscal year was $32, 248, 754 97, of which $31, 065, 349 74 was

in o-old and $1, 183, 405 23 in silver. Deducting the redeposits, there

remain the actual deposits, amounting to $27, 982, 849 09.

The coinage for the year was, in gold coin, $25, 107, 217 50; gold bars,

$5,578,482 45; silver coin, $636, 308 00; silver bars, $313, 910 69; cents,

includino* the two and three-cent pieces, $1, 183, 330 00 ; total coinage

$32, 819, 248 64.

Of the bullion deposited, $5, 570, 371 27 was received at the assay office

in New York. Of the gold bars, $4, 947, 809 21, and of silver bars,

$165, 003 45, in value, were stamped at the same office.

At thebranch mint in San Francisco the gold deposits were $18,808,318 49,

and the silver deposits and purchases $540, 299 20 in value. The value

of the gold coined was $18, 670, 840 00; of silver coined $320, 800 00; and

of silver bars $145, 235 58. Total coinage $19, 144, 875 58.

At the branch mint in Denver the total deposits were $548, 609 85, of

which $541, 559 04 was in gold, and $7, 050 81 was in silver.
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The survey of the coast, which is under the administrative direction of

this Department, has been for the past year prosecuted with vigor.

Under special assignments most of the field assistants have co-operated

with the naval and military forces of the Government, and in that way
important service was rendered quite up to the close of the war. Since

the termination of hostilities the regular operations of the survey have

been pushed forward as rapidly as the available means would permit.

The national importance of this work was clearly evinced during the

war, and now seems to be generally appreciated. It is therefore recom-

mended that the necessary appropriations be made for the efficient con-

tinuance of the work.

The attention of Congress is called to the report of the Solicitor of the

Treasury, which exhibits the satisfactory results of the litigation under

his supervision; and also the conation of the measures adopted by him
and the officers of the customs for the suppression of frauds upon the

revenue.

Attention is also specially called to so much of his report as relates to

the administration of the fund appropriated to defray the expenses of

detecting and bringing to punishment counterfeiters of the securities and

coin of the United States. The measures which have been adopted

have been attended with important results, and such as to indicate

the wisdom of Congress in creating the fund, and the expediency of

continuing appropriations. The Solicitor has been requested to cause a

thorough revision of the laws relating to counterfeiting to be made, and

a bill to be prepared for the consideration of Congress, with a view to

remedying defects in existing statutes.

Operations, under the several acts of Congress concerning commercial

.

intercourse with the States declared to be in insurrection, the execution of

which was confided ^o this Department, have been nearly brought to a

close, partly by the restoration of peace and partly by Executive procla-

mations. The provisions of those acts were carried out, as far as it was
possible in the disturbed condition of the country, under the rules and

regulations adopted by the Department, with the approval of the Execu-

tive, not only without cost to the Government, but in such manner as to

add considerably to its revenues.

The regulations adopted in conformity with the requirements of the

second section of the act of July 2, 1864, relative to abandoned lands,

houses, and tenements, and freedmen, were, at the request of the military

authorities, and from considerations of public policy, suspended by orders

of August 11, 1864. Since then, from time to time, as it was ready to

assume the charge of them, the duties appertaining to these subjects have

been transferred to the Bureau of Refugees, Ereedmen, and Abandoned
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Lands, according to the provisions of the act of Congress approved

March 3, 1865.

By Executive orders, all operations under sections 8 and 9 of the act

approved July 2, 1864, authorizing the purchase, by agents of this De-

partment, of the products of the insurrectionary districts, were closed, on

the east of the Mississippi river on the 13th of June last, and west of it

on the 24th of the same month. The accounts of the different purchas-

ing agents have not been settled, but it is thought that the net profits of

the Government, by these purchases, will amount to a million and a half

dollars.

Since the suspension of purchases by the Government the duties of the

agents of this Department have been confined to securing the property

(chiefly cotton) captured by our military forces in pursuance of the acts

of March 12, 1862, and July 2, 1864, relative to captured and abandoned

property. Up to the 31st of March last, there had been received at New
York, Cincinnati, and St. Louis, the places designated for sales—including

38,319 bales obtained at Savannah, 4,151 bales at Charleston, and 2,331 at

Mobile—about eighty thousand bales.

The general rule under which agents have been acting since the sur-

render of the forces which had been waging war against the Government

of the United States, is to collect and forward, as captured property, all

cotton described upon the books and lists of the pretended confederate

government, or which there was sufficient reason to believe was owned

-or controlled by it, and that which belonged to companies formed for the

purpose of running the blockade, in support of, if not in direct co-opera-

tion with, the league which had been formed to overthrow the Govern-

ment of the United States, leaving individual claimants of the property

to their recourse before the Court of Claims, as provided by the third

section of the act approved March 12, 1863. In the performance of their

duties, the agents have had great difficulties to encounter, from the un-

willingness of the planters to surrender the captured property in their

possession, from extensive depredations upon it after it was collected,

and from powerful combinations formed to prevent, under various pre-

texts, the property fairly captured from coming into the possession of

the United States. In spite of all these obstacles, however, it is esti-

mated, from the accounts already received, and from data furnished by

the agents, that there will be secured to the Government not less than

one hundred and twenty-five thousand bales of cotton, including the

eighty thousand bales already referred to. What part of the proceeds

of this property will ultimately be retained by the Government will de-

pend upon the success of the claimants before Congress and the courts.

In collecting this cotton, there have been doubtless some instances of in-

justice to individuals who may be entitled to the consideration of the Gov-
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eminent ; but the Secretary believes that the cotton which has been

taken by the agents was rightfully seized, and that no equitable claims

for the return of any considerable portion of it or the proceeds thereof

can be presented.

It may be proper to add, in this connection, that many and grave

charges of corruption and improper practices have been made against

agents employed in this branch of the public service. These charges,

however, have been mostly vague in their character, and after such

investigation as the Secretary has been able to make, he has concluded

that they have been generally instigated by malice or disappointed

cupidity, and usually without substantial foundation.

A copy of the several rules and regulations alluded to, which have been

put in force since the last session of Congress, is appended hereto as a

part of this report.

The various public buildings under the control and management of

the Treasury Department are in a favorable condition; and it is to

be hoped that only limited appropriations will be necessary for the

coming year. On account of the difficulty of providing accommoda-

tions for the State Department, it has not been deemed advisable to

proceed with the construction of the north wing of the Treasury build-

ing during the present year. The granite for the extension has, how-

ever, been contracted for and is being prepared, so that during the next

season the work can be vigorously prosecuted. The grounds between

the Treasury Department and the Executive Mansion are being graded

and arranged with as great a regard to convenience and beauty as is

practicable, considering the unfavorable location of the edifice, and it can-

not be doubted that the Treasury building, when fully completed, will

compare favorably, in the simplicity, solidity and beauty ofits architectural

appearance and proportions, with any structure in this country or in

Europe.

The southern custom-houses are reported to be in a damaged and

dilapidated condition, and an officer of the Department has been sent to

inspect them, and report what expenditures are necessary to fit them for

the transaction of the public business. The appropriations which will be

necessary for the purpose of making the repairs needed will be duly indi-

cated.

By the terms of the lease of the premises occupied as a custom-house

in JSTew York, the Government had the right, by giving three months'

previous notice, to purchase the same at the expiration of the lease for

one million of dollars. As the property was regarded as being worth a

much larger amount, and was needed for custom-house purposes, it was
thought advisable that the Government should avail itself of the right to
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purchase. The property was therefore purchased for the sum named, and

conveyed by proper deed to the United States.

The attention of Congress is earnestly called to the necessity of pro-

viding for the more adequate compensation of some of the officers con-

nected with the Treasury Department. The salaries of those who are

required to furnish bonds with heavy penalties, and who are custodians

of large amounts of money, and of others occupying very important po-

sitions, are altogether inadequate to the responsibilities which they

incur and the services which they render.

For example, the ' Treasurer, who received and disbursed last year

about four thousand millions of dollars, is paid a salary of five thou-

sand dollars per annum. The Assistant Treasurer in New York, who
has in his custody from twenty to forty millions of dollars in coin, and

frequently as large an amount in currency, receiving and paying out in

the course of the year more than two thousand millions of dollars, re-

ceives six thousand dollars. The Assistant Treasurer in San Fran-

cisco receives forty-five hundred dollars in currency, which is an entire-

ly inadequate salary in that State for an officer of character and ability,

holding a position of so great responsibility. The Commissioner of In-

ternal Eevenue, holding an office which requires in its administration as

much executive ability, and as high an order of talent, as any connected

with the Treasury Department, receives only four thousand dollars ;
the

Deputy Commissioner twenty-five hundred dollars. The custody of the

vast amounts of Government securities printed and issued from the

Treasury Department is imposed upon the Chief of the First Division of

the Currency Bureau, who receives an annual compensation of only

three thousand dollars. The Comptrollers of the Treasury, whose func-

tions are of supreme importance in the safe transaction of the business of

the Department, receive salaries which are no just compensation for that

business ability and those legal attainments which are indispensable in

the places they occupy. Many other officers might also be named whose

compensation is entirely inadequate to their talent and services.

The Secretary is aware of the necessity of economy in the expendi-

ture of the public moneys at the present time, but the Government, in

order to secure the services of competent and faithful officers, must pay

salaries equal to those which are paid by private corporations and indi-

viduals ; and if such salaries are not paid, the result will inevitably be

highly injurious to the public service, because incompetent, unfaithful

and irresponsible men will be allowed to fill offices requiring the highest

capacity and most reliable integrity.

The duties devolved upon the officers named are too important to be

entrusted to persons less able and reliable than those who now hold

them ; and it is very questionable if the services of such men can be
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retained without an increase of compensation. Expensive as living is in

Washington and the other cities named at present, and is likely to be for

some time to come, there is scarcely one of these officers who can sup-

port his family in a manner corresponding to his position, or even com-

fortably, on the salary which he receives.

It is not asked that there shall be an indiscriminate raising of salaries,

but that provision be made for the payment of such salaries as may be

necessary to secure the permanent services of the right men in the most

important positions in this Department. Unless this shall be done, the

Department will labor under serious embarrassment in the transaction of

its vast business during the coming year.

In this connection the Secretary desires to advert to the disposition

that has been made by the appropriation of the last Congress, of the two

hundred and fifty thousand dollars for compensation to temporary clerks

and additional compensation to those permanently employed. Congress

having declined to make any general and indiscriminate increase of the

salaries of clerks, it was inferred that it was intended that such portion

of the appropriation in question as might not be required to pay salaries

of temporary clerks, should be used carefully in increasing the compen-

sation of those who were performing difficult and important duties, and

whose services could not be dispensed with without injury to the Gov-

ernment. Upon making the examination necessary to a proper decision

as to the use to be made of the fund, it was ascertained that there was
no lack of clerks in the lower grades, but that there was a scarcity of

those of the higher grades competent to perform important and respons-

ible duties. It appeared that many clerks reciving the highest salary

allowed by law, had resigned because they could obtain greater compen-

sation elsewhere. The Treasurer's office had suffered largely in this

manner, many of his most valuable clerks having left, to accept situations

in banks and commercial establishments where they could obtain perma-

nent employment and higher pay. There were indications, also, that

many others would do the same unless additional compensation should

be made to them. Under these circumstances it was decided to use a

part of the fund, in slightly increasing the salaries of clerks of this de-

scription until the intention of Congress in relation to its disposition

should be more clearly indicated. The amount of the fund already ex-

pended in this way is about twenty-five thousand dollars. If the dispo-

sition which has been thus made of it is not in accordance with the in-

tention of Congress, it is, of course, competent for them to provide a dif-

ferent expenditure of it. The Secretary, however, deems it to be his

duty to say that the interests of the service imperatively require that the

salaries of clerks who are acting as heads of divisions, or are employed
in duties requiring in their performance a high order of ability, as well
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as the salaries of the officers referred to, should be considerably increas-

ed. It would doubtless be a true economy to diminish the number of

clerks, and to increase the compensation of those who may be retained.

For information in regard to the condition and operations of the various

Bureaus of this Department, reference is made to the accompanying

reports of the proper officers, all of whom, with the Assistant Secretaries,

merit the thanks of the country for the efficient manner in which they

are discharging their onerous and responsible duties.

hugh Mcculloch,
Secretary of the Treasury.

Hon. Schuyler Colfax,

Speaker of the House of 'Representatives.
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No. 1.

Receipts and expenditures for the fiscal year ending June 30, 1865.

The receipts into the Treasury were as follows

:

From customs, viz

:

During the quarter ending September 30,1864 $19,271,091 96
During the quarter ending December 31, 1864 15, 123, 928 78

During the quarter ending March 31, 1865 20, 518, 852 54
During the quarter ending June 30, 1865 30,014,387 32

*
$84,928,260 60

From sales of public lands, viz

:

During the quarter ending September 30, 1864 342, 185 84
During the quarter ending December 31, 1864 287,835 26

During the quarter ending March 31, 1865 162, 010 47

During the quarter ending June 30. 1865 204, 521 74
996,553 31

From direct tax, viz

:

During the quarter ending September 30, 1864' 16,079 86

During the quarter ending December 31, 1864 843,380 34
During the quarter ending March 31, 1865 52,714 81
During the quarter ending June 30, 1865 288,398 02

*—

-

1,200,573 03

From internal revenue, viz

:

During the quarter ending September 30, 1864 46, 562, 859 92
During the quarter ending December 31, 1864 55,129,731 76
During the quarter ending March 31, 1865 65, 262, 803 28

During the quarter ending June 30, 1865 42, 508, 820 29—— 209, 464. 215 25

From miscellaneous and incidental sources, viz:

During the quarter ending September 30, 1864 9, 020, 171 44
During the quarter ending December 31, 1864 9, 295, 852 44
During the quarter ending; March 31, 1865 4, 159, 223 73
During the quarter ending June 30, 1865 10, 503, 036 86

32, 978, 284 47

Total receipts, exclusive of loans 329,567,886 66

From loans, viz:

From 6 per cent. 20-year bonds, under act of July 17, 1861 108, 573, 524 55
From United States notes, under act of February 25. 1862 4, 159, 830 00
From 5-20-year bonds, under act of February 25, 1862 252, 657 15
From temporary loans, under acts of February 25 and March 17, 1862, 131, 438, 072 86
From certificates of indebtedness, under acts of March 1 and 17, 1862, 130, 975, 200 63
From fractional currency, under act of March 3, 1863 14, 614, 563 15
From 6 per cent. 1881 bonds, under act of March 3, 1863 32, 175, 805 23
From 6 per cent, compound interest notes, under acts March 3, 1863,
and June 30, 1864 180, 214, 140 00

From 10-40-year bonds, under act of March 3, 1864 99, 558, 400 01
From 7 3-10 three-year Treasury notes, under acts of June 30, 1864,
and March 3, 1865 675, 556, 297 02

From 6 per cent. 5-20-year bonds, under act of June 30, 1864 94, 706, 250 25—— 1, 472, 224, 740 85

Total receipts 1,801,792,627 51
Balance in Treasury on July 1, 1864 96, 739, 905 73

Total means 1,898,532,533 24

The expenditures for the year were as follows

:

For civil, foreign intercourse, and miscellaneous $44, 765, 558 12
For pensions and Indians 14, 258, 575 38
For war 1,031,323,360 79
For navy 122,567,776 12
For interest on the public debt, including Treasury notes 77,397,712 00

1, 290, 312, 982 41
For redemption of stock, loan of 1842 $1, 400 00
For redemption of Texas indemnity stock, underact of September 9,

1850 ,. 1, 631, 889 38
For reimbursement of Treasury notes, acts prior to December 23,
1857 400 00

For payment of Treasury notes, under act of December 23, 1857 1, 100 00
For payment of Treasury notes, under act of March 2, 1861 43, 550 00
For redemption of United States notes, under act of July 17, 1861 370, 599 00
For redemption of United States notes, under act of February

25, 1862 4,335,133 47
For redemption of 7 3-10 three-year coupon Treasury notes, under
act of July 17, 1861 , 138, 411, 050 00

7f
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For redemption of postage and other stamps, under act of July 17,
1862 4,739,387 34

For redemption of temporary loans, under acts of February 25 and
March 17. 1862 US, 488, 838 19

For redemption of certificates of indebtedness, under acts of March
1 and 17. 1862 174,827,000 00

For redemption of fractional currency, under act of March 3, 1863 6, 676, 364 30
For redemption of one-year 5 per cent. Treasury notes, under act of
March 3. 1863 '... 38,473,320 00

For redemption of two-year 5 per cent. Treasury notes, under act of
March 3. 1863 .'

113,957,250 00
For redemption of three-year 6 per cent, compound interest Treas-
ury notes, under acts of March 3, 1863. and June 30. 1864 1,458,060 00

For redemption of three-vear 7 3-10 Treasury notes, under act of
June 30, 1864 ."

. 3,945,900 00
600,977,169 83

Total expenditures $1, 897, 674, 224 09

Balance in Treasury July 1, 1865 $858,309 15

Wo. 2.

Receipts and expenditures, as estimated for the year ending June 30, 1867.

RECEIPTS.

From customs $100, 000, 000 00
Internal duties 275, 000, 000 00
Lands 1,000,000 00
Miscellaneous sources 20,000,000 00

,_
— $396, 000, 000 00

EXPENDITURES.

For the civil service 42,165,599 47
Pensions and Indians 17, 609, 640 23
War Department 39,017,416 18
Navy Department 43,982,457 50
Interest on the public debt 141, 542, 068 50

284,317,181 88

Leaving a surplus of estimated receipts over estimated expenditures, of... 111. 682, 818 12

No. 3.

Statement of duties, revenues, and public expenditures during the fiscal year

ending June 30, 1865, agreeably to warrants issued, exclusive of trust funds.

The receipts into the Treasury were as follows:

From customs, viz

:

During the quarter ending September 30, 1864 $19,271,091 96

During the quarter ending December 31, 1864 15, 123, 928 78

During the quarter ending March 31. 1865 20, 518, 852 54
During the quarter ending June 30, 1865 30, 014, 387 32

From sales of public lands, viz:

During; the quarter ending September 30. 1864 342, 185 84

During the quarter ending December 31. 1864 287. 835 26

During the quarter ending March 31. 1865 162,010 47
During the quarter ending June 30, 1865 204, 521 74

From direct tax, viz:

During the quarter ending September 30, 1864 16, 079 86

During the quarter ending December 31. 1864 843,380 34
During the quarter ending March 31, 1865 52,714 81

During the quarter ending June 30, 1865 288, 398 02

From internal revenue, viz

:

During the quarter ending September 30, 1864 46, 562, 859 92
During the quarter ending December 31, 1864 55, 129, 731 76

During the quarter ending March 31, 1865 65, 262, 803 28

During the quarter endine June 30, 1865. 42, 508, 820 29—— 209,464,215 25

$84, 928, 260 60

996, 553 31

1, 200, 573 03
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From miscellaneous and incidental sources, viz

:

During the quarter ending September 30, 1864 9, 020, 171 44
Durinsi; the quarter ending December 31. 1864 9, 295, 852 44
During the quarter ending March 31, 1865 4, 159, 223 73

During the quarter ending June 30, 1865. 10,503,036 86

32,978,284 47

Total receipts, exclusive of loans 329, 567, 886 66

Receipts from loans, viz :

From 6 per cent. 20-year bonds, per act July 17, 1861 108, 573, 524 55
From United States notes, per act February 25, 1862 4, 159, 830 00
From 5-20-year bonds, per act February 25, 1862 252, 657 15

From temporary loans, per acts February 25 and March 17. 1862 131, 438, 072 86
From certificates of indebtedness, per acts March 1 and 17, 1862 130, 975, 200 63
From fractional currency, per act March 3.1863 14,614,563 15

From 6 per cent. 1881 bonds, per act March 3, 1863 32,175,805 23
From 6 per cent, compound interest notes, per acts March 3, 1863 and
June 30. 1864 180,214,140 00

From 10-40-year bonds, per act March 3, 1864 99,558,400 01

From 7 3-10 three-year Treasury notes, per acts June 30, 1804, and
March 3, 1865 675,556,297 02

From 5-20-year 6 per cent, bonds, per act June 30. 1864 94, 705, 250 25

1, 472, 224, 740 85

Total receipts 1,801,792,627 51
Balance in the Treasury on July 1, 1864 96,739,905 73

Total means 1, 898, 532, 533 24

The expenditures for the year were as follows:

CIVIL.

For Congress, including books $3,585,171 86
For executive 4,993,328 02
For judiciary 1,612,502 30
For government in Territories 260, 469 44
For assistant treasurers and their clerks 140, 820 50
For officers of the mint and branches, and assay office at New York.. 91, 714 88
For supervising and local inspectors, &c 72,462 44
For surveyors general and their clerks 77,475 37

Total civil list, $10,833,944 87

FOREIGN INTERCOURSE.

For salaries of ministers, &c 295,378 36
For salaries of secretaries and assistant secretaries of legation 35, 458 82
For salaries of consuls general, &ci, including loss by exchange 405,381 62
For salaries of secretaries of legation to China, Japan, and Turkey, as
interpreters 1,181 39

For salaries of interpreters to the consulates in China and Japan 1,810 56
For interpreters, guards, and other expenses of consulates in the
Turkish dominions 1, 749 49

For contingent expenses of all missions abroad 55,474 85
For contingent expenses of foreign intercourse 136,722 61
For office rent for consuls not allowed to trade 32,545 59
For purchase of blank books, stationery, &c, for consuls 54,320 59
For salaries of marshals of consular courts in Japan, China, &c 5,471 58
For relief and protection of American seamen 125,476 00
For bringing home from foreign countries persons charged with
crime 865 49

For expenses of acknowledging the services of masters and crews of
foreign vessels in rescuing American citizens from shipwreck 5,178 30

For prosecution of work, including pay of commissioner, per first

article of reciprocity treaty with Great Britain 8,000 00
For rent of prispns for American convicts in Japan, China, Siam, and
Turkey 8,229 80

To carry into effect convention between the United States and the re-
public of Peru of January 12. 1853, for settlement of claims 500 00

For defraying expenses consequent upon carrying into effect the act
of Congress relating to "habeas corpus," and regulating judicial
proceedings in certain cas^s 2,650 00

For an act to encourage immigration 13,000 00
For expanses incident to an act to carry into effect a treaty for the
settlement of claims of the Hudson Bay and Puget Sound Agricul-
tural Companies 7, 570 00

For expenses incident to an act to carry into effect convention with
Ecuador for the adjustment of claims 207 50

For the payment of the first annual instalment towards capitalization
of the Scheldt dues 55,584 00

For consular receipts 7,001 53

Total foreign intercourse 1, 260, 818 08
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MISCELLANEOUS.

For mint establishment.. 746,313 93
For contingent expenses under the act for safe-keeping the public
revenue 100,450 23

For compensation to persons designated to receive and keep the
public money 7, 835 30

For compensation to special agents to examine books, &c, in the sev-
eral depositories 5, 128 75

For building vaults as additional security to the public funds in sixty-
six depositories 34, 135 19

For compensation to receiver at Santa Fe, acting as depositary 2, 000 00
For salary of clerk, watchman, and porter in office of depositary at
Santa Fe 2,484 02

For survey of the Atlantic and Gulf coasts of the United States..... ... 201,900 00
For survey of the western coast of the United States 127,500 00
For survey of the Florida reefs and keys 6,000 00
For publishing the observations of the survey of the coasts of the
United States 3,000 00

For repairs of steamers used in the coast survey 4,000 00
For pay and rations of engineers for seven steamers used in the coast
survey 8,600 00

For running a line to connect the triangulation on the Atlantic coast
with that on the Gulf of Mexico, across the peninsula of Florida 5, 000 00

For the services of the California central route 250,000 00
For facilitating communication between the Atlantic and Pacific
States by electric telegraph 39,917 65

For collection of agricultural statistics 20,000 00
For payment for horses and other property lost or destroyed in the
military service of the United States 754,390 32

For expenses of the Smithsonian Institution 30,910 14
For the continuation of the Treasury Building.... 485, 240 85
For constructing fire-proof vaults and file-cases for the collector and
assistant treasurer at New York 3, 570 55

For building vaults and fitting up offices in the custom-house at
Philadelphia, for receipt and custody of such public money as may
be deposited therein 50,000 00

For building post offices, court-houses, &c, including purchase of
sites 68,758 83

For expenses incident to the issue and disposal of $200,000,000 United
States bonds 68, 825 90

For compensation to prize commissioners, and other expenses con-
nected therewith 300 00

For salaries of commissioners in insurrectionary districts in the
United States 53, 782 45

For contingent expenses of connmissioners of direct taxes in insur-
rectionary districts in the United States 8,996 22

For Department of Agriculture 86, 304 05
For expenses incident to carrying into effect national loans 6,588,641 81
For expenses incident to an act to provide a national currency 59, 882 72
For expenses of engraving, printing, preparing, and issuing United
States Treasury notes, fractional notes, and bonds 14, 522 03

For detection and bringing to trial persons engaged in counterfeiting
coin, &c 46,595 59

For plates, paper, special dies, and the printing of circulating notes,
and expenses necessarily incurred in procuring said notes, includ-
ing miscellaneous items 441, 250 00

For allowance or drawback on articles on which internal duty or tax
has been paid 679,428 51

For lighting and ventilating the Treasury building 715 11
For constructing bridges and market-house in Georgetown 13, 000 00
To pay taxes on lands owned by the United States 3,749 67
For payment of messengers of the respective States for conveying to
the seat of Government the votes of electors of said States for Presi-
dent and Vice President of the United States 19,401 00

For a gold medal for Major General Grant 2,843 00
For a gold medal for Cornelius Vanderbilt 3,000 00
For expenses of collecting the revenue from customs 5, 437, 490 48
For repayment to importers of excess of deposits from unascertained
duties 2,283,313 97

For debentures or drawbacks, bounties, or allowances 968, 815 77
For refunding duties, under the act extending the warehouse system 2, 425 85
For debentures and other charges 21, 638 54
For salaries of special examiners of drugs 5, 748 18
For additional compensation to collectors, naval officers, &c 246,134 81
For support and maintenance of light-houses, &c 409, 836 99
For building light-houses, &c, for beacons, buoys, &c 466,989 97
For light-boats, compensation of keepers of stations, &c 359,471 86
For marine hospital establishment 348, 472 82
For building marine hospitals, including repairs, &c 6, 172 71
For building custom-houses, including repairs, &c 1, 069, 362 18
For annual repairs of marine hospitals and custom-houses 17, 831 75
For unclaimed merchandise 1, 933 48
For proceeds of sale of goods, wares, &c 402 07
For purchase of steam or sailing revenue cutters 393,187 12
For purchase of products of States in insurrection 2,462, 653 29
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For rents of offices for surveyors general 13,149 70
For repayment of lands erroneously sold 9,117 89

For indemnity for swamp lands sold to individuals 216, 18G 33
For surveys of public lands 62, 780 72
For surveys of public lands and private land claims in California. &c. 28,084 15
For services of special counsel, &c, in defending the title to public
property in California 4,200 00

For suppression of the slave trade 48,074 17
For expenses of taking the eighth census 28,979 02
For salaries and other'expenses of the Metropolitan police 116, 680 88
For repairs. &c. for the President's house 12,000 00
For rebuilding the President's stable 2,000 00
For lighting the President's house, the Capitol, &c, with gas 63, 500 00
For fuel for the President's house 2,400 00
For alterations and repairs of buildings in Washington, improvement
of grounds. &c 450,402 58

For compensation of public gardener, gate-keepers, laborers, watch-
men, &c 23,857 55

For penitentiary in the District of Columbia 1, 981 89
For Columbia Institute for Deaf, Dumb, and Blind in the District of
Columbia 40,825 00

For completing the Washington Aqueduct 144, G12 67
For Potomac and Eastern Branch Bridges, compensation of draw-
keepers, &c 1,252 00

For support of transient paupers in the District of Columbia 6, 000 00
For coal for the library of Congress 962 85
For expense of packing and distributing Congressional journals
and documents .'

6,000 00
For purchase of libraries for the Territories of Colorado, Dakota, and
Nevada 6,275 27

For patent fund 259, 217 88
For Patent Office building 63, 800 00
For support of insane paupers of the District of Columbia, and army
and navy of the United States.. 48,000 00

For preservation of collections of the exploring expedition 2,000 00
For drawings to illustrate the report of the Commissioner of Patents 6, 000 00
For purchase of United States statutes 2, 765 00
For roads and canals. State of Michigan 9,445 44
For relief of the State of Wisconsin 225,276 83
For the relief of sundry individuals 70,930 35
For deposits by individuals for expenses of surveys of public lands... 13, 131 75
For compiling and supervising the Biennial Register 500 00
For purchase of gold coin, act of March 17, 1862, 1st section 5,072,900 11

32, 673, 545 69
From which deduct repayments on account of appropriations under
which there were no expenditures during the year 2, 750 52

Total miscellaneous $32, 670, 795 17

UNDER THE DIRECTION OF THE INTERIOR DEPARTMENT.

For the Indian department 3, 802, 393 60
For pensions, military 9

;
139, 1137 36

For pensions, naval '

152^443 12
For relief of sundry individuals, including payments on account of
depredations by Indians 1

5 164, 571 30

Total Interior Department 14
; 258, 575 3s

UNDER THE DIRECTION OF THE WAR DEPARTMENT.

For the Pay Department 351 573 554 62
For the Adjutant General 118 G8 (3 33
For the Surgeon General 19, 584

'

634 38
For the Commissary General 147,085 231 32
For the Provost Marshal General in', 67e' 267 27
For the Quartermaster's Department 445' 585' 474 54
For the Ordnance Department 46,' 774' 854 23
For the Engineers' Department 6,' 183*587 15
For the Secretary's Office, (Army expenditures) 2, 733 823 96
Relief of sundry individuals ' 7' 246 99

Total War Department
1 031 323

UNDER THE DIRECTION OF THE NAVY DEPARTMENT.

For pay of the Navy 27,500,997 92
For prize money to captors 5 740 909 21
For miscellaneous '283' 539 50
For provisions and clothing ....' 10 58s' 882 75
For construction and repair 34' 411' 258 30
For ordnance 7,'l99'l35 05
For equipment and recruiting 15 475' 440 23
For yards and docks 4' 045' 706 07

360 79
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For medicine and surgery 474,504 01
For marine corps 1, 762,559 61
For navigation 566,729 47
For steam engineering 14,464,997 48
For relief of sundry individuals 52, 116 52

Total Navy Departmeut 122,567,776 12
To which add

—

For interest on the public debt, including Treasury notes 77, 397, 712 00

Total expenditures, exclusive of principal of the public debt 1,290,312,982 41

PRINCIPAL OF THE PUBLIC DEBT.

For redemption of stock, loan of 1842 1,400 00
For redemption of Texan indemnity stock, act of Sept. 9, 1850 1, 631, 889 38
For reimbursement of Treasury notes, per acts prior to Dec. 23, 1857. 400 00
For payment of Treasury notes, act Dec. 23. 1857 1, 100 00
For payment of Treasury notes, act March 2. 1861 43,550 00
For redemption of United States notes, act July 17,1861 370,599 00
For redemption of 7 3-10 3-year coupon bonds, act July 17, 1861 138,411,050 00
For redemption of postage and other stamps, act July 17, 1862 4, 739, 387 34
For redemption of United States notes, act of Feb. 25. 1862 4,335,133 47
For redemption of temporary loans, acts of Feb. 25 and March 17, '62.. 118,488,838 19
For redemption of certificates of indebtedness, acts Mar. 1 andl7,'62.. 174, 827, 000 00
For redemption of fractional currency, act March 3. 1863 6,676,364 30
For redemption of 1-year 5 $ Treasury notes, act March 3, 1863 38, 473, 320 00
For redemption of 2-year 5 <$> Treasury notes, act March 3, 1863 113, 957, 250 00
For redemption of 3-year 6 $ compound interest Treasury notes, acts
March 3. 1863, and June 30, 1864 1,458,060 00

For redemption of 3-year 7 3-10 coupon Treasury notes, act June
30,1864 3,945,900 00

Total principal of the public debt

Total expenditures

Balance in the Treasury July 1, 1865.

607, 361, 241 68

. 1, 897, 674, 224 09

858, 309 15

S. B. COLBY, Register.

Treasury Department, Register's Office, November 24, 1865.

No. 4.

Statement of the receipts and expenditures of the United States, for the quarter

ending September. 30, 1865, exclusive of trust funds.

RECEIPTS.

From customs $47, 009, 583 03
From sales of public lands ' 132,890 68
From direct tax 31, 111 30
From internal revenue 96, 618, 885 65
From incidental and miscellaneous sources 18, 393, 729 94

Total receipts, exclusive of loans 162, 186, 200 55

From loans

:

From 6 # 20-year bonds, per act July 17, 1861 $10, 000 00
From U. S. notes, per act February 25, 1862 2, 322, 615 00
From temporary loans, per acts February 25 and March 17, 1862 50, 015, 576 12

From certificates of indebtedness, per acts March 1 and 17, 1862 26, 054, 799 37
From fractional currency, per act March 3, 1863 4, 950, 163 75
From 6 <fc 1881 bonds, per act March 3, 1863 149, 370 00
From 1040-year bonds, per act March 3, 1864. 5 00
From 6 4 co'mpound interest notes, per acts March 3, 1863, and June

30, 1864 26,400,000 00
From 5-20-year bonds, (6 %) per act June 30, 1864 9,211,000 00
From 7 3-10 3-year treasury notes, per acts June 30, 1864, and March 3,

1865 158, 068, 731 33
277, 182, 260 57

439,368,461 12
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EXPENDITURES.

Civil, foreign intercourse, and miscellaneous $10,571,460 99
Interior, (pensions and Indians) 6, 024, 241 80
War 165,309,237 32
Navy 16,520,669 81

Interest on the public debt, including treasury notes 36, 173, 481 50

Total expenditures, exclusive of principal of public debt 234, 659,091 48

Principal of public debt:

Reimbursement of treasury notes, issued prior to Dec. 23, 1857 $200 00
Payment of treasury notes, per act of March 2, 1861 1,200 00
Redemption of Texan indemnity stock, per act September 9, 1850 94, 000 00
Redemption of United States notes, per act July 17. 1861 80,533 25
Redemption of 7 3-10 3-year coupon bonds, per act July 17, 1861 85, 150 00
Redemption of stock loan of 1842 10,100 00
Reimbursement temporary loan, per acts Feb. 25 and March 17, 1862... 33, 677,413 29
Redemption certificates of indebtedness, per acts March 1 and 17, 1862, 80, 044, 000 00
Redemption United States notes, per act February 25, 1862 6, 365, 700 00
Redemption postage and other stamps, per act July 17, 1862 1, 003, 257 02
Redemption fractional currency, per act March 3, 1*863 2, 897, 980 79
Redemption 5?6 2-year Treasury notes, per act March 3, 1863 5,000,000 00
Redemption 5 # 1-year Treasury notes, per act March 3, 1863 7, 000, 000 00
Redemption 3-year 6 $ compound interest notes, per act March 3, 1863... 2, 149, 629 00

138, 409, 163 35

$373, 068, 254 83

S. B. COLBY, Register.

Treasury Department, Register's Office, November 24, 1865.
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No. 5.

—

Statement of the indebtedness

Act of July 21, 1841, and
April 15*1842.

Act of Jan. 28. 1847.

Act of March 31, 1848 ..

Act of Sept. 9, 1850

Old funded and unfund
ed debts.

Acts prior to 1857
Act of Dec. 23, 1857

Act of June 14, 1858 ,

Act of June 22, 18G0

Act of Dec.l7,18G0

Act of Feb. 8, 1861.

Act of March 2, 1861

.

Act of March 2, 1861.

Acts of July 17, 1861,

and August 5, 1861.

Acts authorizing loans, and synopsis of same.

Authorized a loan of $12,000,000, bearing interest at a rate not exceeding 6
per cent, per annum, and reimbursable at the will of the Secretary, after
six months' notice, or at any time after 3 years from Jan. 1, 1842. The act
of April 15,1842, authorized the loan of an additional sum of $5,000,000, and
made the amount obtained on the loan after the passage of this act reim-
bursable after six months' notice, or at any time not exceeding 20 years
from Jan. 1, 1843. This loan was made for the purpose of redeeming out-
standing treasury notes, and to defray any of the public expenses.

Authorized the issue of $23,000,000 in treasury notes, bearing interest at a
rate not exceeding 6 per cent, per annum, with authority to borrow any
portion of the amount, and issue bonds therefor, bearing interest at a rate
not exceeding 6 per cent., and redeemable after Dec. 31, 1867. The 13th
section authorized the funding of these notes into bonds of the same de-
scription. The act limited the amount to be borrowed or issued in treas-
ury notes and funded as aforesaid to $23,000,000, but authorized the funding
oftreasury notes issued under former acts beyond that amount. The excess
of the $23,000,000 is made up of treas'y notes funded under the 14th section.

Authorized a loan of $16,000,000, bearing interest at a rate not exceeding 6 per
cent, per annum, and reimbursable at any time after 20 years from July 1,

1848. Authority was given the Secretary to purchase the stock atanytiine.
Authorized the issue of $10,000,000 in bonds, bearing 5 per cent, interest,
and redeemable at the end of fourteen years, to indemnify the State of
Texas for her relinquishment of all claims upon the United States for lia-

bility of the debts of Texas, and for compensation for the surrender to the
United States of her ships, forts, arsenals, custom-houses, &c, which be-
came the property of the United States at the time of annexation.

Consisting of unclaimed dividends upon stocks issued before the year 1800,
and those issued during the war of 1812.

Different issues of treasury notes
Authorized an issue of $20,000,000 in treasury notes, bearing interest at a rate
not exceeding Qfc per annum, and receivable in payment of all public dues,
and to be redeemed after the expiration of 1 year from the date of said notes.

Authorized a loan of $20,000,000 bearing interest at a rate not exceeding 5 per
cent, per annum, and reimbursable at the option of the government at
any time after the expiration of 15 years from Jan. 1, 1859.

Authorized a loan of $21,000,000 bearing interest at a rate not exceeding 6

per cent, per annum, and reimbursable within a period not beyond 20
years, and not less than 10 years, for the redemption of outstanding
treasury notes, and for no other purpose.

Authorized an issue of $10,000,000 in treasury notes, to be redeemed after
the expiration of 1 year from the date of issue, and bearing such a rate of
interest as may be offered by the lowest bidders. Authority was given to

issue these notes m payment of warrants in favor of public creditors at

their par value, bearing 6 per cent, interest per annum.
Authorized a loan of $25,000,000, bearing interest at a rate not exceeding 6

per cent, per annum, and reimbursable within a period not beyond 20

years, nor less than 10 years. This loan was made for the payment of the
current expenses, and was to be awarded to the most favorable bidders.

Authorized a loan of $10,000,000, bearing interest at a rate not exceeding 6^
per annum, and reimbursable after the expiration of 10 years from July 1,

1861. In ease proposals for the loan were not acceptable, authority was given
to issue the whole amount in treasury notes bearing interest at a rate not ex-
ceeding 6 </<> per annum. Authority was also given to substitute treasury
notes for the whole or any part of the loans for which the Secretary was by
law authorized to contract and issue bonds, at the time of the passage ofthis
act. and such treasury notes were to be made receivable in payment of all

public dues, and redeemable at any time within 2 years from March 2, 1861.

Authorized an issue, should the Secretary of the Treasury deem it expedient,
of $2,800,000, in coupon bonds, bearing interest at the rate of 6 per cent,

per annum, and redeemable in twenty years, for the payment of expenses
incurred by the Territories of Washington and Oregon in the suppression
of Indian hostilities, during the years 1855 and 1856.

Authorized a loan of $250,000,000, for which could be issued bonds bearing in-

terest at a rate not exceeding 1$ per annum, irredeemable for 20 years, and
after that redeemable at the pleasure of the United States ; treasury notes
bearing interest at the rate of'7.30^per annum, payable 3 years afterdate,

and U.S. notes without interest, payable on demand, to the extent of

$50,000,000. (increased by act of Feb. 12, 1862, to $60,000,000,) the bonds and
treasury notes to be issued in such proportions of each as the Secretary

may deem advisable. The supplementary act of Aug. 5, 1861. authorized

an issue of bonds bearing 6 <fo interest per annum, and payable at the

pleasure of the United States after 20 years from date, which may be
issued in exchange for 7.30 treasury notes, but no such bonds to be
issued for a less sum than $500; and the whole amount of such bonds not

to exceed the whole amount of 7.30 treasury notes issued.
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of the United States, June 30, 1865.

o

fcGO

5
h3

Loan of 1842 ' 20 year;

Loan of 1847
J

20 years

Loan of 1848
j

20 years

Texas indem- 15 years
nity.

Old funded debt! De-
mand.

Treasury notes.
Treasury notes. 1 year...

Loan of 1858 15 years

Loan of 1860 ! 10 years

Treasury notes.;! year..

Loan of Feb. 8.1 20 years
1861.

['2 years-
Treasury J
notes.

[ !
60 days.

Oregon war 20 years

20-yr. sixes....

7.30 notes
(two issues.;

20 year?

U.}
Demand I Pay'ble
notes. on de-

! mand.

20-yr. sixes. ...j 20 years

After Dec. 31, 6$ per an-
1862. ; num.

Z -

g to

Par

After Dec. 31,' 6 ^ per an- Par

.

1867. num. I

After July 1, '68.
j 6

<f„
per an- Par ..

After Dec. 31,\bf per an- Par
1864. ' num. I

On demand |3 & Gfi

On demand lm. to 6
ft

1 year after date; 5 to b l/2 jt.

Dec. 31, 1873.

After Dec. 31,

1870.

5^ per an-
num.

5 "Jo per an-
num.

Par,

Par

.

Par.

Par.

Par

.

L year after date 6 and 12 f Par
per an.

After June 1, '81.

years after
date.

60 days after
date.

6
<f>
per an-

num.

6 fc per)
annum./

After July 1, '81. 6 f per an-

! num.

After June 30,'81

After Aug. 18, '64

After Sep t.30,'64

Demand None

6^ per an
7.30 i p. \annum, f

Par,

Par,

Par,

After June 30,'81 6 <fo per an- Par.

$17, 000, 000' $8, 000, 000 $195, 408 45

I

23, 000, 000! 28, 207, 000 9,415, 2.M i On

16, 000, 0001 16, 000, 000 8, 908, 341 80

10, 000, 000i 5, 000, 000 842, 000 00

20, 000 000

20, 000, 000

114, 115 48

104,511 04
8, 800 00

20, 000, 000 20, 000, 000 00

21, 000, 000 !

7, 022, OOOl 7, 022, 000 00

10, 000, 000 10, 000, 000
:

25, 000, 000

22, 468, 100

12, 896, 350

2, 800, 000

18, 415, 000 18, 415, 000 00

Exchang'able
for 7.30 treas
ury notes.

22, 468, 100

12, 896, 350

1, 090, 850

50, 000, 000

139, 999, 750

00, 000, 000

>, 800 00

1, 016, 000 00

50, 000, 000 00

139, 155, 650 00

472, 603 00

431, 300 00

8*'
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'No. 6.—Statement of the indebtedness

Acts authorizing loans, and synopsis of same.

Act of Feb. 25, 18G2,

March 3, 1804

June 30, 1864 \
January 28, 1865 J

Act of Feb. 25, 1862

Act of July 11, 1862

Resolution of Congress,
January 17, 1863.

Act of March 3, 1863.,

Act of Feb. 25, 1862.,

March 17, 1862

July 11, 1862

Act of June 30, 1864.

Act of March 3. 1863

Act of June 30, 1864.

Act of March 3, 1863

,

Act of March 3, 1864.,

Act of March 1, 1862

Act of March 3, 1863

Act of July 17, 1862...

Act of Marcti*3, 1863

Act of June 30, 1864..

Authorized the issue of $500,000,000 in 6 per cent, bonds, redeemable after
five years, and payable twenty years from elate, which may be exchanged
for United States notes. Also, on

Authorized the issue of not over $11,000,000 additional of similar bonds, to

. meet subscriptions already made and paid for.

On hand unsold in the United States~or Europe

Authorized the issue of $150,000,000 in legal-tender United States notes,
$50,000,000 of which to be in lieu of demand notes issued under act of
July 17, 1861.

Authorized an additional issue of $150,000,000 legal-tender notes, $35,000,000
of which might be in denominations less than five dollars; $50,000,000
of this issue to be reserved to pay temporary loans promptly in case of
emergency.

Authorized the issue of $100,000,000 in United States notes, for the immedi-
ate payment of the army and navy, such notes to be a part of the amount
provided for in any bill that may hereafter be passed by this Congress.
(The amount in this resolution is included in act of March 3, 1863.)

A further issue of. $150,000,000 in United States notes, for the purpose of
converting the treasury notes which may be issued under this act, and for
no other purpose. And a further issue, if necessary, for the payment of
the army and navy, and other creditors of the government, of $150,000,000
in United States notes, which amount includes the $100,000,000 authorized
by the joint resolution of Congress, January 17, 1863.

Authorized a temporary loan of $25,000,000 in United States notes, for not-

less than thirty days, payable after ten days' notice, at 5 percent, interest
per annum. (This was increased to $100,000,000 by the following acts.)

Authorized an increase of temporary loans of $25,000,000, bearing interest
at a rate not exceeding 5 per cent, per annum.

Authorized a further increase of temporary loans of $50,000,000, making the
whole amount authorized $100,000,000.

Authorized the increase of temporary loans to not exceeding $150,000,000, at

a rate not exceeding 6 per cent.
Authorized a loan of $300,000,000 for this, and $600,000,000 for the next fiscal

year, for which could be issued bonds running not less than ten, nor more
than forty years, principal and interest payable in coin, bearing interest

at a rate not exceeding 6 per cent, per annum, payable in bonds not ex-
ceeding $100 annually, and on all others semi-annually, the whole amount
of bonds, treasury notes, and United States notes, issued under this act,

not to exceed the sum of $900,000,000. And so much of this act as limits

the loan to the current fiscal year is repealed by act of June 30, 1864, which
also repeals the authority to borrow money conferred by section 1, except
so far as it may affect $75,000,000 of bonds already advertised.

And treasury notes to the amount of $400,000,000, not exceeding three years
to run, with interest at not over 6 per cent, per annum, principal and in-

terest payable in lawful money, which may be made a legal tender for

their face value, excluding interest, or convertible into United States notes.

Authorizes the issue of bonds not exceeding $200,000,000, bearing date March
1, 1864, or any subsequent period, redeemable at the pleasure of the gov-

ernment after any period not less than five years, and payable at any
period not more than forty years from date, in coin, bearing interest not
exceeding six per cent, yearly, payable on bonds not over one hundred
dollars annually, and on* ail other bonds semi-annually, in coin.

Authorized an issue of certificates of indebtedness, payable one year from
date, in settlement of audited claims against the government. Interest

6 per cent, per annum, payable in gold; and by
Payable in lawful currency on those issued after that date. Amount of issue

not specified.
Authorized an issue of notes of the fractional parts of one dollar, receiva-

ble m payment of all dues, except customs, less than five dollars, and
exchangeable for United States notes in sums not less than five dollars.

Amount of issue not specified.

Authorized an issue not exceeding $50,000,000 in fractional currency, (in lieu

of postage or other stamps,) exchangeable for United States notes in sums
not less than three dollars, and receivable for any dues to the United

States less than five dollars, except duties on imports. The whole amount
ssued, including postage and other stamps issued as currency,

exceed $50,000,000. Authority was given to prepare it in the Tireasury

Department, under the supervision of the Secretary.

Authorized issue in lieu of the issue underacts of July 17, 1862, and March
3, 1863, the whole amount outstanding under all these acts not to exceed
$50,000,000.
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^"o. 5.

—

Statement of the indebtedness

Act of June 30. 1864.

Act of Jan. 28, 1S65

Acts of Julv 1,1862. and
Julv 2. 1864.

Act of March 3, 1SC5

Acts authorizing loans, and synopsis of same.

Authorized the issue of $4:00.000.000 of bonds redeemable at the pleasure of
the government after any period not less than five nor more than thirty
years, or. if deemed expedient, made payable at any period not more
than forty years from date. And said bonds shall bear 'an annual interest
not exceeding 6 per centum, payable semi-annually in coin. And the
Secretary of the Treasury may dispose of such bonds, or any part thereof,
and of any bonds commonly' known as five-twenties, remaining unsold,
on such terms as he may deem most advisable, for lawful money of the

j

United States, or at his "discretion for treasury notes, certificates of in-

debtedness, or certificates of deposit, issued under any act of Congress.
Also, authorizes the issue of and in lieu of an equal ara't of bonds authorized
by the first section and as a part of said loan not exceeding $200, 000, 000
in treasury notes of any denomination not less than $10. payable at any
time not exceeding three years from date. or. if thought more expedient,
redeemable at anytime alter three years from date, and bearing interest

|

not exceeding the rate of 7 3-10 per centum, payable in lawful money at

maturity, or at the discretion of the Secretary semi-annually; and such
of them as shall be made payable, principal and interest, at maturity,
shall be a legal tender to the same extent as United States notes, for their
face value, excluding interest, and may be paid to any creditor of the
United States, at their face value, excluding interest, or to any creditor
willing to receive them at par. including interest: and any treasury notes
issued under the authority of this act may be made convertible at the dis-

cretion of the Secretary of the Treasury into any bonds issued under the
authority of this act. and the Secretary may redeem and cause to be can-
celled and destroyed any treasury notes, or United States notes, hereto-
fore issued under authority of previous acts of Congress, and substitute
in lieu thereof an equal amount of treasury notes, such as are authorized
by this act. or of other United States note's : nor shall any treasury note
bearing interest issued under this act be a legal tender in payment or
redemption of any notes issued by any bank, banking association, or
banker, calculated or intended to ci'rcula'te as money.

Whole amount may be issued in bonds or treasury notes, at the discretion
of the Secretary."

Bonds issued to the Central Pacific Railroad Company in accordance with
these acts.

Authorized an issue of $600,000,000 in bonds or treasury notes; bonds may
be made payable at any period not more than forty years from date of
issue, or may be made redeemable at the pleasure of" the government, at

or after any period not less than five years, nor more than fort}'' years
from date, or may be made redeemable "and payable as aforesaid, as may
be expressed upon their face, and so much thereof as may be issued in

treasury notes may be made convertible into any bonds authorized by
this act", and be of such denominations, not less than fifty dollars, and bear
such dates, and be made redeemable or payable at such periods as the
Secretary of the Treasury may deem expedient. The interest on the

bonds payable semi-annually, on treasury notes semi-annually, or annu-
ally, or at maturity thereof and the principal or interest, or both, be
made payable in coin, or other lawful money ; if in coin, not to exceed 6

per cent, per annum; when not payable in coin, not to exceed 7 3-10 per
cent, per annum. Rate and character to be expressed on bonds or
treasury notes.



61

of the United States, June 30, 1865.—Continued.

CP

h3

c.2

— uO

g CO

00 CO

S

—

<J -

Five-twen-
j

5 or 20
|

After Nov.l, '65. G $.

ties. I
years.

|

Treasury
notes.

Treasury
notes.

years.

years,

3 yrs. after date.

3 yrs. after date

3
<fc
comp.

interest.

3 fo comp.
interest.

$91, 789, 000

Substitute re-

deemed 5 f\
notes.

168, 661,

10, 094,

$400. 000, 000

$91, 789, 000 00

178, 756, 080 00

7.30 Treasury 3 years., 3 yrs. after Aug.
notes. \

15.1864.
.30$ Par

Central Pacific 30 yrs...| After Jan. 15/95.1 c f |Par
R. R. Co. bonds

234. 400, 000 234, 400, 000 00

1,258.000 1,258,000 00

7 3-10 treas'y h
3

f

notes, three! }-__„ <
issues.

I
J
yrs

-

(

After Aug. 14,
: 67

After Junel4,'68
After July 14, "68

7 3-10 fc..\ Par ...
i 600, 000, 000, 437, 210, 400 437, 210, 400 00

32, 593, 02G 53



62

No. 6.

Paper money circulation and domestic exports.

Treasury Department, November 29, 1865.

An unprecedented increase in the quantity of breadstuff's and provisions
exported from the loyal States to foreign countries in the fiscal years 1861,
'62, '63, and '64, concurring with a vast increase in the amount of cur-

rency in circulation, and a consequent enhancement of the premium upon
foreign bills of exchange, as measured by the currency, has been taken to

prove that the increase of these exports is /lue to the excess of paper
money in use, or to the high currency price of foreign bills corresponding
to its rate of depreciation in gold value.

The history of our domestic exports and bank issues during thirty-five

years preceding the outbreak of the rebellion affords no evidence that
high prices at home, or an over-abundance of paper money, whether re-

deemable or irredeemable, ever had the effect of stimulating exportation.
The official tables of domestic exports show a seeming concurrence of the
kind in the years 1854, '55, '56, and '57, but other causes are readily found
for the very considerable growth of our foreign commerce in this period,

showing that it had no dependence upon the accompanying increase of

paper money circulation.

For the purpose of presenting the facts as they bear upon this question,

our export trade in domestic products with the cotemporaneous move-
ments in bank circulation are here given in groups of years, which most
clearly exhibit their respective fluctuations. In this statement the ex-

ports of breadstuffs and provisions, those of cotton wool, all other than
these, and the totals, exclusive of specie, are distinguished. The bank
circulation of each period is stated in its average amount per capita, for

the purpose of showing its relative supply, as well as this method of meas-
uring the business requirements of the time can do ; and the percentage
of increase and decrease serves for a readier apprehension of the move-
ments in the several divisions of commerce here adopted, and in the paper
money circulation of the same periods.

Statement showing the -fluctuations of bank note circulation in the United States, the exports of domestic pro-
duce, exclusive of specie, and the rates per cent, of increase and decrease in each, in periods, from the year
1825 to 18G0.

Average domestic exports, per annum, (exclusive of specie,)
in millions of dollars.
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Exports of breadstuff's and provisions in connexion with the supply of bank
currency.

During the eight years 1825-32, the bank circulation never exceeded
sixty-one millions, or an average per capita of the total population of $4 74,

and the average export of breadstuffs and provisions was twelve and nine-

tenths millions of dollars. In the next four years (1833-36) the circu-

lation rose to $7 10—an increase of 49 per cent. ; but these exports fell to

twelve and one-tenth millions—-a decline of 6 J per cent. In the years

1837-38, the circulation varied from $9 46 to $7 20, averaging $8 35—an
increase of 76 per cent, upon the first-mentioned period

;
yet these exports

fell to nine and six-tenths millions, a decrease of above 25 per cent. The
average exports of the next following seven years (1839-45) were sixteeen

and nine-tenths millions—an increase of 68 per cent, over the immediately
preceding period; but the circulation averaged only $5 16 per capita—

a

decrease of 38 per cent.

In the years 1846-47, our exports of breadstuffs and provisions, under
the great demand occasioned by the scarcity in Europe, which commenced
in 1846 and amounted to a famine in Ireland in 1847, rose to forty-eight

and two-tenths millions, or quite 200 per cent, above those of the next
previous period, although the circulation declined 1 per cent. ; and the
next six years (1848-53) show a decline of 37 per cent, in these exports,

with an increase of 5 per cent, in the circulation.

The four fiscal years, 1854-57, present the first and last concurrence of

an excessive currency and enhanced exports of food, in any period pre-

vious to the rebellion, the former rising nearly 37 per cent, and the latter

111 per cent, upon the average of the preceding six years. But it must
be recollected here, that the Crimean war actually commenced in March,
1854, with preparation made in the preceding winter, and ended in April,

1856. France, England, Sardinia, Turkey, and Kussia, were all involved
in it, which sufficiently accounts for the very considerable enhancement
of all branches of our foreign commerce, except in cotton, the regular in-

crease in which was naturally checked during the period. In 1857 these
exports fell off about three millions, but were still at twenty-five millions,

or 50 per cent, above those of the next following year, and during this

year our chief customer had a war in Persia, another in China, and the
great mutiny in India upon her hands. All this very well accounts for an
increase of thirty-four millions a year in our provision exports over the
undisturbed previous period from 1848 to 1853. In September, 1857, a
general bank suspension showed that the circulation had been during four
years in excess of legitimate business requirements, standing in the first

three at full 40 per cent, above the safe average per capita, and rising to
43 per cent, nearly in the year of the explosion.

In the three years 1858-60, the prices of American breadstuffs and
provisions fell in the English market 33 per cent, below those of 1854-57,
and our exports declined 43£ per cent., although the currency was still at

least 17 per cent, per capita above the safe supply, and tending again, as
shown by its still further increase of about 3 per cent, more on the 1st of
January, 1861, to an early revulsion, if the rebellion had not brought with
it a release of the banks from the obligation to redeem their notes in any
better currency.

It will be noticed that, from 1839 to 1853, inclusive, the average circu-

lation did not vary more than 26 cents per capita, standing very uniformly
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through these fifteen years at about $5 20. Now, in this period our do-
mestic exports, exclusive of specie and cotton, rose from forty and four-

tenths to eighty and four-tenths millions, or 100 per cent., while in the
seven years, 1854 to 1860, when the circulation ranged near two hundred
millions, and full 30 per cent, per capita above the average of the fifteen

preceding years, the same kinds of exports rose only from one hundred
and twenty-one and a half to one hundred and twenty-four and a half
millions, or 2f per cent. Moreover, the exports of food included in these
amounts fell from near sixty-six millions in 1854, the first year of the
Crimean war, to forty-five and a quarter millions in 1860. It is true that
cotton rose in the same time from ninety-three and a half to one hundred
and sixty-two millions, swelling the total exports materially, but it will

not be claimed that the state of the currency is to be credited with this

result. A common cause could not have operated so unequally upon these
different branches of our commerce, and the inquiry may be settled, after

a fair examination of all the facts, in the clear conclusion that in all the
fluctuations of our foreign commerce and bank circulation, occurring in

thirty-five years before the rebellion, no fact sustains the notion that an
excessive or depreciated currency favors exportation. The real causes of
extraordinary increase in the exports we have found in an increased de-

mand in the foreign markets, occasioned either by failures of their own
crops or the increased demand of their wars, helped sometimes by the
decline of prices arising from our own superabundance of agricultural

products.

During the period of the rebellion our exports have been reported in

irredeemable-currency prices. Any calculation made upon the figures

in which the values are expressed, and any efforts made to ascertain the
concurrent quantities of paper money in active circulation at the several

stages of change in the produce movements would be at once very diffi-

cult and unreliable; still, we have command of such data as may throw
some light upon the question with which we are here concerned.

In the fiscal years 1862, '63, and '64, the exports of cotton have no
proper bearing upon this inquiry. The leading manufactures, which, from
their variety of kinds, have no common measure but their aggregate
value, stood very evenly at thirty-five millions in each of the three years,

the currency prices of 1863 and 1864 being reduced to the gold standard.

In the years 1858, '59, '60, and '61, they averaged forty-one millions—so

there was no increase in the quantity of these exports, but a falling off of

about 17 per cent.

In the three years 1858, '59, and '60, all exports, other than specie, cot-

ton, and breadstuff's and provisions, ranged from sixty-nine to seventy-

nine millions in the year, averaging seventy-five and eight-tenths millions.

In 1862, '63, and '64, they varied from sixty-one to seventy-two millions,

giving an average of sixty-five and a half millions a year, the currency
prices of 1863 and 1864 being, as before, reduced to the gold standard.

Here again there is no increase of quantity, measured by values, but a

decrease of over 13 per cent. These points settled, our question is cleared

of its disturbing elements. The inquiry is now limited to the exports of

breadstuffs and provisions, and the supposed effect of an enormously in-

flated currency upon them. We will take, of these, wheat and wheat
flour, and hams and bacon, as the chief and the fair representatives of the

whole.
In the fiscal years 1854, '55, '56, and '57, the exports of wheat, in grain

and flour, amounted to ninety-four millions of bushels, and of hams and
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bacon to one hundred and sixty-nine and three-quarters millions of pounds.

In 1858, '59, and '60, the wheat export was fifty-eight and three-quarters

millions of bushels, the hams and bacon fifty-eight and three-quarters

millions of pounds. In the four fiscal years 1861, '62, '63, and '64, our

total exports of wheat and wheat flour, reduced to wheat, rose to

214,135,710 bushels—an increase of 128 per cent., or two and a quarter

times the quantity exported in the European war period, 1854, '55, '56
?

and '57 ; and of hims and bacon 520,607,108 pounds—an increase upon
the same period of 206 1 per cent., or more than three times the quantity.

If the first three of these years be compared with 1858, '59, and '60

—

three years of ordinary causes of demand in Europe—the wheat export

rises to two and three-quarter times, and the hams and bacon to nearly

eight times.

Once before, in the Irish famine year, we increased our total exports of

breadstuff's and provisions in a single year 148 per cent., or to two and a

half times their value in the next preceding year. And again, in 1854,

we doubled them in one year, and sustained them at this proportion for

four years together, under the demand created by European wars on the

continent and in Asia. But these instances only serve to show our ability

to answer any demand that the rest of the world is occasionly compelled

to make upon us. They do not explain the immense consumption of

American food in the years under consideration.

Without looking to other causes, the prices at which these commodities
were sold in the foreign markets show reasons for a largely increased

consumption there. Great Britain and Ireland, in the five years 1860-64
took 71$ per cent, of our total exports of wheat and flour, and 84 per cent,

of the hams and bacon. The prices at which these were sold in the

United Kingdom may therefore be taken to indicate the gold value of the

whole export of the period to foreign countries.

In the following table we give the imports of wheat, and wheat flour

in its equivalent in wheat, with the computed real value, and the prices

of hams and bacon, imported from the "United States, as they are found
in the publications of the British Parliament:

PRICE PER CW4\

Wheat.

Hants. Bacon.

Oust. s. 4. «. d. 8. (?.

1854, '55, '56, and "57.. 20, 771, 740 71 06 1 49 6

5, 213, 289

9, 315, 125

15, 610, 472

21,765,087

11,869,179

47 S 57 9 46 $

I860 57 8 68 9

1861 55 2 47 48 2

1862 00 3 35 5 35 1

1863 43 9 33 2 26 ii

1804 10. 077, 431

907, 224

38 Q

1865, (8 months) 37 3

Note.—The wheat may be approximately rendered into bushels by multiplying the hundred weights
by two, and into quarters by dividing the same figures by four. The changes in the quantities of hams
;md bacon correspond sufficiently well with those of flour and wheat for our purpose. The prices of
fehese for 1804 and 1865 cannot be obtained with precision, but they seem to have fallen nearly in the
Hiime ratio as wheat and flour.

Previous to the year 1860, whenever wheat fell to forty-one or forty-

two shillings per quarter in England, our exports to the United Kingdom
9f

i



were merely nominal. In 1859, the price being so low as forty-three
shillings and ten pence, our exports fell off to 861,000 bushels. In 1858
the price was forty-eight shillings, and our exports were nine and a half
millions of bushels. The price has ranged from forty-One to seventy-one
shillings in an interval of four years. Among all the leading commodi-
ties of commerce, scarcely one can be found so variant in price as wheat
and wheat flour, and very few whose prices so greatly affect the con-
sumption in Europe. There are twenty millions of people in Great
Britain and Ireland whose necessary expenditures are so near their in-

come, that they must economize closely when prices rule but little higher
than the lowest rates. These people can easily increase their consump-
tion of wheat thirty millions of bushels per annum, when its cost declines

as much as the above statement shows, in the period of the prodigious
increase of our exports, which supplied two-thirds of the excess consump-
tion of the four years 1861, '62, '63, and '64.

The prices of nineteen years of peace, from 1829 to 1847, give fifty-seven

shillings and ten pence as their average. We may therefore take 57.8 as

it stood in 1860 for the medium or fair and moderate rate, and from it

estimate the constant and rapid decrease of price which we assume as the
true cause of the inordinately large consumption in the four following

years. Thus measured, the decrease of price is 4£ per cent, in 1860, 12|
in 1862, 24 in 1863, and nearly 34 in 1864 ; four years in which the aggre-
gate American exports of wheat and wheat flour went to the prodigious
figure of one hundred and eighteen and a half millions of bushels, or
twenty-nine and a half millions per annum. The thing to be explained,

however, is how our farmers could afford to sell such enormous quantities

of their produce at prices so much lower than they ever before touched
in the foreign market, without either greatly diminishing or entirely

stopping exportation.
The solution is found in the fact that while they sold at a very low

price in gold, they were paid in an unusually high price in the currency
m use at home, which, being a legal tender, was worth its face value,

without any discount or depreciation, in the payment of debts contracted
before this period at the gold standard of prices. A vast amount of such
debt is known to have been discharged in this way. In 1864, when the

foreign price of wheat went down to about four shillings and nine pence per
bushel, covering freight, insurance, commissions, and all intermediate

Charges and profits, which still further reduced the gold price to the pro-

ducers, they could still afford to send to England twenty thousand bushels,

the premium upon gold, due to the depreciation of our currency, ranging
from 51 to 185 per cent., and all that premium going dollar for dollar, to

the extent so applied, in the discharge of old debts. Roughly averaged,

the varying premiums of the year were equal to 104 per cent., which
quite doubled the farmer's share of the four and nine pence per bushel

paid for his wheat in England, when converted into currency at home.
But the agriculturists owning the farms which they cultivated, and

the stock and machinery which they used, had another advantage in the

premium, whether they had debts to pay or not. They held their lands,

buildings, stock, and implements of husbandry at the gold price of the

previous period, and had no expenses of husbandry to meet in the high

Currency prices of the time except wages, improvements, repairs, and
taxes. These are but a small portion of their investment, and upon all

the rest of it, its proportion of the premium was clear gain, but in

Currency, whose purchasing power was measured by the ruling prices,
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unless invested in Government bonds bearing gold interest. Farmers
breeding their own stock had a similar profit on the premium to those

who owned the lands which they cultivated. The same reasoning applies

also to miners, in the proportion that their mines and machinery bear to

their total outlay. But to manufacturers the profit of the premium upon
foreign sales would only accrue in the proportion of their real estate and
machinery bought at the gold prices of the preceding period, all other
elements of production to them cost currency prices, and these are so con-

siderable that their exports would bear but little reduction in gold prices
j

certainly not enough to make or command a foreign market, as we have
already seen in the fact that the exports of the leading manufactures of

the country actually fell off, while the products of agriculture so greatly

increased.

It is held by the authorities on this subject that enhancement of the

nominal exchange, or that portion of the expressed rate which is due to

depreciation of the currency, can have no effect upon foreign trade, for

the reason that where such depreciation exists, the premium which the
exporter of commodities derives from the sale of a bill of exchange on a

foreign customer, is only equivalent to the increase of the price to the
exporter occasioned by such depreciation. This is true, doubtless,

where all the elements and the whole cost of production are equally en-

hanced and in equal proportion to the depreciation of the currency, but the

facts of our recent history require a modification of this general propo-
sition.

There is a limit, also, to the operation of the causes which we find

stimulating exportation of our breadstuff's and provisions. When the
foreign gold price falls below a given mark, the premium must hold a
relatively high rate, or the trade is checked. In the first eight months
of the current calendar year (1865) the imports of wheat, in grain and
flour, from the United Spates into England, fell to a trifle more than one-
eighth of the quantity imported in 1864, and to one-sixteenth of the year
1862. The British prices had gone down in these eight months to thirty-

seven shillings and three pence per quarter, and the average premium on
gold had fallen from 104 to 65 per cent.

The foreign market gorged, and the currency at home recovering itself,

tend together to level exchange to its real rate, and as soon as the rate
of premium fails to carry the foreign prices up to the actual cost of pro-
duction, exportation must stop.

Respectfully submitted.

WILLIAM ELDER.
Hon. Hugh McCulloch,

Secretary of the Treasury.
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